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Everything... including the squeal 





It has often been said that “the pig is a wonderful 
animal because man uses all of it...except the squeal.” 
Gulf men go this one better. Ask them about petro- 
leum and they'll tell you, “it’s a wonderful substance 
because man uses all of it . . . including the squeal. 

The “‘squeal”’ in this case is sulphur, found in varying 
amounts in all crude oils. Since sulphur is highly odor- 
ous, the oil companies developed methods to remove a 
high percentage of it in the refining process and neu- 
tralize the remainder to prevent disagreeable odor in 
the gasoline you buy. 

But Gulf and other companies in the industry were 
not satisfied with just eliminating the ‘‘squeal’’—they 
wanted to find a way to use it. It could be burned off 
in the form of gas for heating at the plants, but this was 
not the real solution. Here was a vexing problem. 

It took years of research but today many refineries 
have huge sulphur recovery units which take the odor- 
ous gases and convert them into pure sulphur. 


This high-quality sulphur is very much in demand to- 


day by a great number of different industries, and ap- 
proximately 80% of it goes to make sulphuric acid 
which has an almost endless number of important uses. 

The importance of all this is that the oil industry 
took a difficult and complex problem, solved it in a 
way profitable to them and to other industries and at 
the same time conserved a material extremely valuable 
to the national economy. 

This, we at Gulf feel, is another example of industrial 
progress for public benefit. 


GULF OIL CORPORATION 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


COMMON STOCK 
Dividend No. 187 
60 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 38 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 34 

28/2 cents per share. 


The above dividends are pay- 
able October 31, 1956, to stock- 
holders of record October 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, October 31. 


P. C, HALE, Treasurer 


September 10, 1956 

















PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 163 


The Board of Directors on September 
12, 1956, declared a cash dividend for 
the third quarter of the year of 60 
cents per share upon the Company's 
common capital stock. This dividend 
will be paid by check on October 15, 
1956, to common stockholders of record 
at the close of business on September 
28, 1956: 

K. C. Curistensen, Treasurer 


San Francisco, California 














COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared the regular quarterly 
cash dividend of _ thirty 
(30¢) cents per share on its 
Common Stock and Voting 
Trust Certificates for com- 
mon stock, payable October 
30, 1956 to stockholders of 
record October 1, 1956. 

A. SCHNEIDER, 

First Vice-Pres. & Treas. 
New York, September 11, 1956 
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The Trend of Events 


TRAGEDY OF THE MIDDLE EAST...Col. Nasser of 
Egypt, in his seizure of the Suez Canal and his high- 
handed dealing with the West, has done a great dis- 
service to his own people and the rest of the Arab 
world. It is no exaggeration to say that he has served 
ill all of the under-developed countries that need 
sympathetic consideration in the struggle to improve 
their economic status. 

Investors and companies can feel little incentive 
to embark on ventures in countries that will give 
them short shrift, deal with them in high-handed 
fashion and repudiate agreements made. 

Nor can any good come of Nasser’s attempt to 
incite the Arab world to fierce hatred of the West. 
The evolution toward nationalism and freedom al- 
ready in process, and encouraged by the United 
States, was having a salutary effect on Britain and 
France in their dealings with once subject peoples. 
Nasser could have gained much for his people by 
cooperation with Britain, with which his country- 
men long have had strong commercial ties. Instead, 
he has gone out of his way to affront and humiliate 
the British —and collaborate with the Russians, 
which is akin to inviting the wolf to devour the 
lambs. 

The Oriental mind is devi- 


Japanese friends when it suited his purposes. His- 
tory is replete with instances of dictators making 
common cause until they felt the time was ripe to 
devour the ally. 


WHERE TAXES WILL RISE... Barring unforeseen de- 
velopments, Federal taxes should stay around pres- 
ent levels, or decline slightly. Accustomed as 
Americans are to paying high Federal taxes, there 
is a tendency on the part of many to overlook the 
growing tax burden on the state and local levels. 
Debts of our state and municipal governments have 
risen more than 100% over the past decade. They 
may not rise so precipitately during the next 10 
years, but it would be a hardy soul who would ven- 
ture a forecast that state and local levies will level 
off. The demand for such community facilities as 
roads and schools plus the higher cost of operation 
(wages, services, materials) point to onerous taxes. 
Unhappily, the outlook is for a waxing of the state 
income tax, the municipal levy on wages and sala- 
ries, the sales tax on the state and local level, and 
new or increased taxes on such items as gasoline, 

alcoholic beverages and tobacco. 
At best, it would appear that we can only hope 
the tax-gatherers will show 





ous, hence Col. Nasser may 
believe that in his own good 
time he can cut loose from 
Russian apron-strings. But 
the Russians, too, have Ori- 
ental blood. In our time, the 
late Marshal Stalin was tell- 
ing a Japanese emissary that 
Orientals must band to- 
gether. That did not stop 
Stalin from falling on his 


miss it! 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of é 
the Business Analyst. This new depart- of 
ment presents a valuable market analysis 
of importance to investors and business 
men. To keep abreast of the forces that 
may shape tomorrow’s markets, don’t 


greater prudence in expend- 
ing these funds, so that if we 
can’t have tax relief, at least 
we can have a dollar’s worth 
service for the dollar 
taken. 


THEY’RE STILL HUMAN... 
Communist leaders long have 
talked of the Soviet Man, the 
model fellow who was emerg- 
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ing under the benevolent guidance of the high- 
minded men in the Kremlin. Occasionally, however, 
events in the Soviet Paradise reveal folks can be 
ornery cusses no matter the dispensation. 

From time to time we hear that many Soviet 
youngsters prefer juke-box music and city living to 
the pioneer life of Siberia, urged upon them by the 
men who are striving to create a new society. We 
also hear that black marketeers, many of them So- 
viet officials, ply their wares to turn a profit, not 
unlike the Western man. 

It would appear that Russians haven’t changed 
much since 1917, or 1945 for that matter. We are 
always reminded of the Russian foot soldier who 
requisitioned wrist watches from Czechoslovaks as 
his company rolled across that land. Both forearms 
covered with watches, he spied a farmer. Refusing 
to believe that the farmer did not have a watch, he 
asked how else he was able to tell time. The farmer 
pointed to the sun, picked up his rake, drew a circle 
on the ground and stood up the rake in the center. 
The Russian bade him goodbye, but not until he had 
come away with the rake! 


BRITAIN FEELS THE PINCH... We have had occasion to 
comment on the wage-price-cost spiral here and 
abroad, with emphasis on Britain. It was the theme 
of our opening editorial in the preceding issue. Now 
comes Harold Macmillan, Chancellor of the Exche- 
quer, with a warning to Britons they are losing their 
share of world markets as result of rising costs. 

Mr. Macmillan calculates that since World War 
II, British production has risen 30%, while mone- 
tary income has gone up 90%. 

There is a lesson for al] people in the British situ- 
ation. Her workers have balked at wage restraint, 
. although wages in that country have risen on the 
average by 45% since 1951. Over the same period, 
prices have gone up only 25%. “As a result,” Mr. 
Macmillan has warned, “‘we are losing our share of 
the world market and our power to earn our living 
in the world is constantly threatened.” 


PROFESSIONAL MOURNERS... Wails and lamentations 
now are being heard up and down the land for the 
“poor farmer.” Mock grief for the farmer’s plight 
is, by tradition, a quadrennial exercise in our land. 
For ring of sincerity, it is about on a par with the 
tears for “Pore Jud” in the musical “Oklahoma!” 
Nothing would have disturbed those folk more than 
to find that Jud was not dead. And our professional 
mourners also are having some uneasy moments, 
for farm income is turning upward. 

Cash receipts from farm marketing in the first 
eight months of this year totaled about $17.1 billion, 
or 2% more than in the like period of 1955. Prices 
received by farmers during the latest eight-month 
period averaged 2% below last year, but the volume 
of marketing was heavier. Any halt in the descent 
of farm income at this time would be most inoppor- 
tune for the gentry that hope to batten on such a 
situation. In the period immediately ahead it seems 
likely that the demand for farm products will con- 
tinue to expand moderately, as in recent years. And, 
as the expansion of supply was a vital factor in the 
years-long deterioration of farm income and farm 
prices, so also the prospective improvement in farm 
income is traceable to a likely cutback in production. 


While the Elephant is supposed to have a phenom- 
enal memory, the Donkey is not likely to forget 
events as recent as eight years ago. Hence, we shal] 
be treated more and more during the coming weeks 
to a river of tears for the poor farmer by nervous 
.candidates hopeful that this lively corpse can be 
made to hold still. 


THE WORK WEEK ... . By now, everyone is thoroughly 
disillusioned with the Guaranteed Annual Wrang'e, 
which brings wage rises, followed by cost increases 
and capped, in turn, by price hikes. Workers, «s 
well as employers, would welcome a chance to get 
off the ascending escalator. ; 

But labor bosses, disregarding exasperation of 
membership at the inflationary spiral, are readying 
a drive on a new front—this time it’s the work 
week. Until now they have put major emphasis on 
monetary gains—wages and social benefits—with 
scant regard for the economics of the situation.— 
As with money, so with hours, they can be ex- 
pected to show little concern for the competitive 
position of the American economy at home ani 
abroad, the ability of the individual companies to 
shoulder this added burden, the rising output of 
the Soviet Union and its satellites which will sharp- 
en the razor of competition and for the growin: 
burden to us all, as taxpayers and consumers. 

The annual June rush to push up wages in : 
basic industry is a familiar phenomenon of modern- 
day America. On the hours front, strategy will be 
the same. Companies will be expected to conform 
regardless of ability to cope with increased costs. 

Labor bosses will be basing demands on increasec 
productivity — not increased productivity of the 
worker, mind you, but of the machine. In fact, labor 
tycoons frown on working folk who display any 
“eager beaver” qualities. But their regard is less 
than nothing for investors, whose savings finance 
costly tools that make possible higher wages and 
living standards. 

For all our boasts that this nation is free, labor 
tycoons keep the worker under their thumb and 
use strong-arm methods to hold them in line, if 
need be. At the moment they are busy in the steel 
industry, raising membership dues to $5 a month 
from $3, so as to garner their share of the mo- 
netary benefits the workers have been granted— 
and throwing their political weight around without 
consulting the rank and file. 

Nor will the worker be consulted in this drive 
to shorten the work week. That has already been 
decided upon by the labor hierarchy. Was the recent 
statement by George Meany, president of the A.F.L.- 
C.I.0., who recently said that automation could 
“turn out to be the curse of civilization rather than 
a blessing,” the opening gun in this campaign? Or 
perhaps he thought, with so many extra hours of 
leisure, the devil would find work for idle hands 
to do. The fact is automation has been with us a 
long time now and the chief gainer from the ad- 
vances in our industrial techniques has been labor. 
The gain has come in better working conditions 
and higher wages, with employment at an all-time 
high. What we are about to witness is an effort 
on part of union bosses to make industrial progress 
pay dividends to them in advance of earnings. 
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As 9 Seo Jt! 


By CHARLES BENEDICT 


WHEN CHILDISH ANTICS ARE DANGEROUS 


I had never expected that the Mr. Stevenson 
of 1952 would degenerate into the Candidate Steven- 
son of 1956, who seems to be all things to all men. 
The slogan of the “hole in the sole of his shoe’, and 
kissing the donkey’s ear, among other things, is a 
different kind of Mr. Stevenson, whose intellect and 
wit I had admired. 

And then when he charges that President Eisen- 
hower “is not master in 
his own house”, I admit 
I am exasperated — be- 
cause it is clear to every- 
one that if Mr. Steven- 
son should be elected he 
certainly would not be 
master in his own house, 
for he would be beholden 
to the political machines 
controlled by Ex-Presi- 
dent Truman, and be 
subject for favors re- 
ceived to the dictates of 
ambitious Walter Reu- 
ther on labor and other 
matters. And we can be 
sure from what has been 
taking place that Mr. 
Stevenson’s regime 
would be a highly politi- 
cal one because he would 
be working for a second 
term. 

To refer back to Mr. 
Stevenson’s charge, 
which infers that Presi- 
dent Eisenhower is rely- 
ing on an advisory board 
for his decisions — this, 
instead of being a weak- 
ness, I consider to be a 
great advantage. We all 
know that no man, no 
matter how able, is so 
expert that he can 
single-handedly conduct 
the affairs of the United 
States, both domestic and foreign, in all its vast 
ramifications. He needs the best brains he can get to 
assist him, the same as any other top executive would 
require whether he be the head of a great coporation 
or the Chief of Staff of the Armed Fores. All these 
executives use experts in the various fields to assist 
them in order to conduct their work with a proper 
delegation of authority to qualified executive sub- 
ordinates. In this way only can he do a good job. 

Can you imagine even an average citizen going 
into court without a lawyer, trying to cure himself 
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Life in the Haunted House 


if he were ill, or can you name a president of a cor- 
poration who would attempt, for example, to be his 
own accountant or tax expert and carry on the many 
specialized jobs requiring individual training and 
experience? 

In fact, it has long been recognized that because 
of the myriad problems it takes at least one term of 
office for a President to become integrated in his job, 
and what is true of Pres- 
ident Eisenhower would 
be true of Mr. Steven- 
son also. 

I recently learned 
when in Cleveland, that 
the candidate for presi- 
dent of a Taxi Drivers’ 
Union insisted that he 
be elected for a 5-year 
term, which he said he 
needed in order to prop- 
erly absorb his job and 
carry on his duties! 

The economic twaddle 
too, that is being handed 
out to the people is an in- 
sult to their intelligence 
and experience. Mr. 
Stevenson’s vast vote- 
getting social security 
program of guaranteed 
income from the cradle 
to the grave is cruelly 
misleading, especially to 
the aged and those who 
do not understand the 
economics of the situa- 
tion. Where is he going 
to get the money to fi- 
nance such a program, 
in the face of the huge 
government debt — and 
inflationary trend at the 
top of a business boom? 

We should be realistic 
and refuse to tolerate 
any politician who 
stoops to confuse the people with a lot of political 
hogwash about economics for campaign purposes — 
for at this time in particular half truths are dan- 
gerous. 

Let us face the fact too that the Keynes Theory of 
“spending your way to prosperity” was adopted by 
President Roosevelt and has plagued us throughout 
all these years. The tremendous government debt ac- 
cumulated was a result of the world-wide expendi- 
tures for World War II and Korea under Democratic 
Administration. And we (Please turn to page 52) 
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The Stock 
Dogged by Uncertainties 


The market has retreated further from a level of adequate valuation of most stocks. and 


Market is 


over-valuation of many, with election uncertainty, Suez uncertainty, money-rate factors 


and generally limited earnings potentials curtailing investment demand and inducing 


some liquidation. A cautious policy remains 


BY A. T. 

Over the past fortnight all of the recent minor 
market rally was wiped out. The rail list sagged to 
the lowest level since last February. The daily in- 
dustrial and utility averages broke through their 
August 30 lows, extending the downswing from the 
early-August highs which stand as the bull-market 
top for utilities and virtually a double-top for in- 
dustrials only a hair under last April’s peak closing 
level. Many popular Big-Name stocks, in which 
holders have large and tempting profits, were under 
pressure during much of the fortnight. 

As a result of election uncertainty, sharply higher 
bond yields, the Suez Canal controversy, the flatten- 
ing out of the over-all rise in corporate earnings and 


advisable. 
MILLER 


the demonstrated inability of industrials and utili- 
ties to make a stand above or around their August 
reaction lows, investors and traders are more cau- 
tious, if not disturbed, than in some time. Hence, 
trading volume increased, although not greatly, a 
stock prices moved lower through most of last week, 
reflecting curtailed demand and some increase ii 
willingness to sell. There was a rally in the fina 
session. Its durability will be tested. 


The Decline To Date 
Measured from the year’s highs, the declines t 


date foot up to about 6.7% for the industrial aver. 
age, 13.5% for rails and nearly 5.8% 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 
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SCALE AT RIGHT> 





for the utility average at the poorest clos- 
ing levels last week. They are small, com- 
pared with the total bull-market ad- 
vance; and do not differ significantly in 
scope from some previous sell-offs, which 
proved to be temporary corrections, 
within the last 12 months or so. For in- 
stance, the intermediate reaction touched 
off last September by President Eisen- 
hower’s heart attack ran to 10.2% for 
industrials, 11.4% for rails and 7.7% for 
utilities; and, without any such great 
news shock as that, there were declines 
of about 10%, 11.4% and 4.8%, respect- 
ively, for the three averages from early 
April of this year into late May. 

With the trend-pattern evidence incon- 
clusive, it is conjectural whether we are 
seeing another “adjustment”; or wheth- 
er the bull market has topped out, and 
at least a minor bear market has begun. 
Via a succession of lower tops and bot- 
toms since last May, rails have definitely 
established a typical bear-market pat- 
tern. That does not necessarily mean that 
they will go much, if any, lower, but the 
unforeseeable potentials of an _ estab- 
lished downtrend must discourage poten- 
tial buyers and induce selling on rallies. 
It does not have general market ‘signifi- 
cance in the absence so far of a similar 
over-all pattern for industrials, mean- 
while leaving rails as just one special- 
situation stock group. There have been a 
number of “bear markets’”—some here- 
tofore completed and reversed, some not 
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—in other stock groups 
during the course of this 
bull market. To mention 
afew: drug stocks, auto- 
mobile stocks, distillers, 
farm machinery, cigar- 
ette stocks, textiles and 
variety stores. 

Having failed to better 
its April high on the 
summer rise, the Dow 
industrial average would 
establish a presumptive 
bear trend should it vi- 
olate the May 28 low of 
468.81, but it remains 
a fairly comfortable dis- 
tance above that level. 
Moreover, the picture is 
different for other 
broader and more accu- 
rate measures of indus- 
trial stock prices, since 
their tops to date were 
recorded in early August, 
rather than last April. 
For these, a presumptive 
bear-market pattern 
would require the follow- 
ing sequence: 

(1) an _ intermediate 
recovery of at least sev- 
eral weeks duration, but 
halting below the August 
high; and (2) a renewed 23 
decline carrying deci- 7 
sively through whatever 
low had been previously 


1% 2 8 #7 





‘recorded on the downswing from the August highs, 


all of this having no reference to the May low. 

At last week’s poorest levels, the Dow industrial 
average—and other industrial indexes—stood mod- 
erately under the midway point in the 1956 range, 
utilities roughly halfway, rails less than 2% above 
the year’s lowest mark. 

While the sell-off so far looks no more alarming, 
on its face, than the previous temporary one here- 
tofore cited, there are some important differences 
as regards the environment in which it has devel- 
oped; and they cannot prudently be ignore. Since 
the end of last year, and more so since the first 
quarter of this year, the market has been deprived 
of the earlier stimulant of strong rise in total 
corporate earnings; and the expected moderate 
business improvement into the forepart of 1957 
will not greatly change the general picture, allow- 
ing for the higher costs now hampering so many 
lines of business. That being so, the rise in aggre- 
gate dividends which were 15‘ above a year ago 
in eight months through August, must flatten out. 

Second, money-rate factors justify mcre concern 
than at any previous time throughout this bull 
market—more than in many years. This is not 
only a matter of the greatly narrowed spread be- 
tween stock and bond yields. More important is the 
question whether the anti-inflationary, tight-money 
policy of the Federal Reserve can continue without 
inducing a business recession at no distant time. All 
past history history suggests that it cannot. And 
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the policy, no doubt, will continue—aside from 
accommodation of essential seasonal credit needs— 
so long as inflationary tendencies persist. 

Third, while earlier concern about the President’s 
health has been relieved, there is now less cocksure 
confidence, compared with a few weeks ago, that 
he will be re-elected. This could, of course, be al- 
tered if and as coming sample polls and other indi- 
cations provide more assurance. Compared with 
these matters, investment worry about the Suez 
issue has lessened with present indications suggest- 
ing that no solution will be imposed by force. 

It is too early for firm convictions about the 
full-year 1957 business prospect, but it is hard 
to believe that the high-pressure capital-goods boom 
will long continue without any letdown, and difticult 
to envision adequate offsets developing as it does 
ease off. Our tentative thinking is (1) that, at best, 
1957 will be more of a so-so year than a boom year; 
and (2) at least a minor recession might develop 
after the first quarter. Given (1), it will be difficult 
for general corporate earnings to match this year’s. 
Given (2), a more than minor bite would be taken 
out of earnings. In adjustment either to (1) or (2) 
—and to higher money rates—a substantially lower 
level of stock prices could be ahead, regardless of 
interim rallies. A conservative, cautious, highly 
selective investment policy remains called for. So 
does maintenance of adequate liquid reserves for 
later employment under more opportune conditions. 
—Monday, September 24. END 
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Higher Money Rates 


What it means to you as an Investor—Businessman—and Consumer 


By Howard Nicholson 


Fir and away the biggest business news 
story of 1956 is the sudden and determined return 
of an economic condition not seen in the United 
States for almost two decades. For the first time 
since the early 1930’s money is extremely scarce. 
And like all scarce resources, it has risen in price. 

This is a simple fact of economic life in 1956. But 
behind it lies a long and complex chain of economic 
and political history. And ahead of it lies an equally 
tangled chain of cause and effect that involves in- 
vestors, business men, bankers, Government econ- 
omists, and, perhaps above all, the American con- 
sumer. 

To the borrowers, the whole phenomenon may be 
described simply enough as “tight money.” But to 
the men who have deliberately made money tight, 
it is much more than that. It is a belated and almost 
desperate effort to break a 20-year pattern of per- 


sistent inflation; to maintain the nation’s fiscal sol- 
vency ; to avert a credit boom-bust cycle; to restore 
discipline and balance to an economy that was in- 
creasingly in danger of destroying itself. 

Money rates affect everybody from the United 
States Treasury, which must pay more to borrow 
for the daily needs of Government function, to 
senior citizens living off pensions and defense bonds, 
who have seen the real value of their dollars shrink 


under an “easy money” policy that stoked the fires of 
inflation. 


Controlling the Fire 
It was to keep this fire from getting out of control 
that the Fed began moving in April of 1955 to in- 
crease the cost of borrowing. At that time it hoisted 
the discount rate, which is the fee charged by the 
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fed for loans to member banks. In the period from 
April, 1955, to August, 1956, the discount rate was 
yoosted no less than six times. As a cumulative re- 
sult, the discount rate is at 3%, the highest level 
since 1933. People who were around in 1920 and 
1921, will recall the discount rate in those days 
reached 7%, the all-time peak. 

In each of the actions taken by the Fed in 1955 
and this year, the prime goal was maintenance of 
the dollar’s purchasing power. It feels that with 
our economy operating at close to capacity levels in 
numerous lines, there is little likelihood that produc- 
tion can be boosted rapidly enough over the near 
term to assure any relief on the supply side from 
the pressure of higher prices. Over the longer run, 
of course, the completion of the current large-scale 
investment programs—which, to a significant extent, 
are responsible for the present push on prices— 
should yield appreciable advances in productivity and 
capacity that may act as strong deterrents to further 
rises in the price level. Meanwhile, checks on the 
money supply must be counted on as a major coun- 
ter-force to inflationary pressures. 





Toward a Simple Definition 


The term “tight money” can mean many different 
things to many different people. But its mechanism 
is fairly simple. Money gets “tight”? when the de- 
mand for money rises, and the supply of money 
remains unchanged. There is no authority in the 
United States Government that has any important 
degree of control over the demand for money. But 
the Federal Reserve System, which is the central 
banking authority, does effectively control the sup- 
ply of money. When the demand rises, the Fed can, 
if it wishes, add to the supply. The two most effec- 
tive devices for doing this are (1) purchase of 
Government bonds from commercial banks, thus 
freeing some of the bank’s assets for loans to 
private borrowers, and (2) reducing the percentage 
of reserves against loans which banks are required 
to maintain with the Fed. 

Principally through the first of these devices, the 
supply of money and bank credit in the United 
States was maintained at very ample levels, indeed, 
from the early 1930’s to 1951. As a result, interest 
rates were at low levels, a fact very pleasing to the 
United States Treasury Department, which is the 
world’s largest borrower. However, starting in 1951, 
the Fed has asserted progressively more and more 
independence in the determination of money policy. 

It 1953, the first year of a new Republican admin- 
istration, the Fed and the Treasury worked hand 
in hand to inject a note of firmness into the money 
supply. And in 1955 and 1956, the Fed, with no 
particular assistance or resistance on the part of 
the Treasury, has determinedly tightened, simply 
by not adding to money supply at a time when de- 
mand for money has risen to all-time record propor- 
tions. 


Supply and Demand Factor 


Thus, the first and fundamental thing to note 
about “tight money” is that it is the result of a 
tremendous increase in demand, impinging on an 
essential stable supply of funds. The Fed has not 
contracted the supply of funds; it has merely pre- 
vented the supply from rising. The dynamic, causal 
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element in the present tightness has been a breaking 
out of borrowing demand into an entirely new range. 

Looking at tight money this way permits an 
instructive conclusion that is too much ignored 
in discussions of the subject. The “cause” of tight 
money in 1956 has not been Federal Reserve policy ; 
it has been the unparalleled demand for funds eman- 
ating from a record rate of instalment-borrowing 
demand on the part of consumers; a high (although 
not a record) rate of demand for long-term mort- 
gage money; and a substantial demand for bor- 
rowings to increase business inventories at a time 
when the sales outlook has appeared to be perma- 
nently rosy. Together, these demands have added 
up to the most violent upheaval in aggregate bor- 
rowing demand the American economy has ever 
experienced (with the exception of a brief period 
prior to 1929, when borrowing was predominantly 
for securities speculation). 

But even this is not the full story of the predica- 
ment faced by the Fed in 1955 and 1956. Demand 
for credit on the part of some economic sectors is 
not a dangerous phenonmenon, so long as other 
economic groups are sufficiently interested in saving 
to- provide the funds for the borrowers. Heavy 
saving by consumers will eventually find its way— 
through banks and other financial institutions—to 
the borrowing sectors. The trouble in 1955 and 1956 
has been that nobody has been strongly interested 
in saving; borrowing demand has far exceeded 
the level of real voluntary saving for the economy 
as a whole. 


Meeting the Challenge 


In this situation, the central bank was faced with 
two alternatives. The first, and certainly the easiest 
politically, was to provide the additional funds de- 
manded by borrowers, through the two devices de- 
scribed above. The second was to stand pat, and let 
the demand and supply of funds work itself out 
in a free market, much as the demand and supply 
of any commodity will eventually strike a balance. 
In terms of the money market, the balance could be 
struck by a sharp rise in the cost of borrowing: a 
rise sharp enough to dissuade the more marginal 
borrowers, whose demand were speculative, or de- 
ferable. 

There are many speciously palatable grounds for 
arguing that the Fed pursue the first of these two 
courses. Certainly, borrowers would be much hap- 
pier with an easy-money policy that would permit 
them to borrow all they wanted at the then prevail- 
ing rate. It would be comfortable politically to watch 
the plant and equipment expenditures figures con- 
tinue to soar upward; to watch automobile sales 
(and consumer debt) continue their upward trend 
of 1955; to watch home-building begin a belated 
recovery from its 1955 decline; to watch business 
steam ahead as inventory building added to the 
demand for the whole broad range of industrial 
products. 

The advantages of easy money were plain for all 
to see. But there were disadvantages—not so plain, 
but fundamental, and ominous. By mid-1955, the 
American economy was already operating at close 
to the physical limits of its materials and human re- 
sources. Adding more money to the stream of de- 
mand could not thus increase production very im- 
portantly; it could only intensify the bidding for 
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the available resources, and thereby raise prices. 
In an economy as complex and integrated as the 
American economy, rising prices can rapidly become 
a malignant condition. Each rise adds to wage 
pressure encountered in union negotiations; and 
each price rise is likely to tip off automatic wage 
increases as a result of so-called “cost-of-living” or 
“escalator” clauses in contracts. As wages rise, they 
exert a second round of pressure on prices, and so 
the spiral accelerates. 


Prices and Savings 


And this is just one of the several spiral mechan- 
isms that tend to make a price rise continue. Rising 
prices, when they result from cheap money, repre- 
sent a direct and powerful attack on the saving 
habit. If interest on savings is low, and if the prin- 
cipal saved is subject to continuous erosion of its 
purchasing power, the habitual saver is gradually 
led to believe that he is better off buying now. In all 
economic history, persistent inflation has inevitably 
been accelerated, in its final stages, by a “flight from 
money’’—a deliberate effort to convert liquid assets 
into tangible goods. Thus, as borrowing demands 
rise in the late stage of inflation, the savings to 
meet the needs of borrowers suddenly diminish and 
the central bank finds itself required to furnish a 
growing share of the fuel for inflation. 

This is not intended to suggest that in the absence 
of a tight money policy in mid-1955 America would 
have passed quickly into the destructive “galloping 
inflation” which has signaled the monetary collapse 
of so many European economies in the past. But the 
violence of the demand for credit was sufficient tu 
raise a clear warning of inflation if the Fed allowed 
all borrowers’ demands to be satisfied. It accord- 
ingly embarked on a policy of at first gently and 
then firm restraint. Since mid-1955 it has added 
little or nothing to the total money supply. And it 
has watched detachedly as the assiduous bidding 
of prospective borrowers has driven American in- 
terest rates sharply upward. In the past 18 months, 
the prime rate extended to large corporate borrowers 
has climbed from less than 3% to 4% or higher; 
and the Treasury itself has paid as much as 3% 
for its very short-term “bill” issues. Marginal bor- 
rowers have been forced to the wall; excessively 
risky or ill-planned ventures have been postponed 
or abandoned; speculation financed through bor- 
rowing has been curtailed. Credit has been rationed, 
in a word, through the free-market mechanism of 
rising prices. 

But the Fed’s policy is accomplishing more than 
this. Under conditions of tight money, the virtue 
of saving is being restored to its rightful economic 
role. As lending institutions have found their re- 
sources exhausted, they have bid among themselves 
for new loanable assets. As a result, the interest rate 
they pay for saving has risen pronouncedly; the 
reward for saving is bound to stimulate additional 
saving, and thus begin to relieve the pressure on 
central banks to provide new funds. 


A Dearth of Savings 
Plainly, the American people have been spending 
their record earnings plus money they have not yet 
received. Sales of Government bonds, in the Series E 
and H popular with the public, have proven a disap- 
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pointment of late. Net sales above redemptions were 
only $307 million last month, compared with $57] 
million of net sales in August of 1955. 

Of course, the disappointing demand for Govern- 
ment bonds reflects more than a tendency to spend 
beyond income. Many people have turned to the 
higher yields afforded by banks and savings & loan 
associations. Savings banks (paying 3%) now offer 
a better yield than the Government bonds and they 
are seeking permission to raise their rate to 3.25°%. 
Higher interest rates could provide the necessary in- 
centive to boost the low level of savings. 

The Fed, of course, is highly conscious of this ten- 
dency on the part of the public to mortgage the future 
at the expense of savings. The Fed also is anxiously 
watching developments on such fronts as the automo- 
tive industry, where plans are afoot to boost sales on 
the order of 10% from the disappointing level of 1955. 
But it is the acceleration of money outlays for plait 
expansion that will bear the closest watching. 

The full working out of the Fed’s policy of re- 
straint still lies in the future—a future measur«d 
not in days or weeks, but in months, and perhajs 
even years. It is accordingly necessary to look at the 
consequences which the policy undoubtedly carries 
for business, consumers and investors from now 
until perhaps mid-1957. For while the purpose cof 
the policy is anti-inflationary, it may carry within 
it the seeds of moderate deflation. It is a truism 
of business analysis that uptrends in business con- 
ditions do not terminate in a permanent plateau; 
in business, as in physics, what goes up comes down. 
The brake now being applied to plant and equip- 
ment exenditures through the increased cost of 
borrowing may stabilize these expenditures. But 
it is just as likely to reverse them, at least tempo- 
rarily. The brake being applied to inventory bor- 
rowing may not just arrest the growth of inventory 
it may precipitate inventory liquidation, and an ac 
companying decline in production rates. The brake 
being applied to instalment borrowing and housing 
credit may not just skim the remaining cream off 
the markets; it may so weaken them as to lead to 
further entrenchment in production. And any impres. 
sive combination of these possible declines may so 
affect business sentiment as to precipitate recession 
across a broad front. If that happens, of course, the 
demand for funds will subside fast enough (as it 
did in 1954) and the Fed will promptly reverse its 
policy, making funds more readily available, and 
at lower cost, to stimulate a recovery in borrowing, 
investing and producing. This is the heart of the 
credit cycle—the cycle to which all Federal Reserve 
policy is directed. 


Impact on Investors 


It remains to mention briefly the specific effects of 
existing Fed policy on major borrowing groups, 
and their prospects for the next several quarters. 
Obviously, the group most directly concerned is 
investors, for whom the interest rate is not just an 
adjunct of a business, but an end in itself. It need 
hardly be said that tight money has a pronounced 
bearish influence on securities prices. As the interest 
rate which money commands rises, yields on securi- 
ties will be withdrawn and put to use elsewhere. 
This mechanism has already made a dramatic ap- 
pearance in bond markets. As bondholders have at- 
tempted to draw their investment out of these fixed- 
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interest obligations to invest at higher yields, the 
prices of bonds have dropped sharpiy. And as the 
prices fall, new investors can pick them up at rela- 
tively attractive yields. As the bond yield rises, it 
begins to exert pressure on the risk-bearing equity 
issues, which must, because of the risk, provide a 
higher yield than bonds. In the absence of any 
marked changes in dividend rates, the yields of 
equities can only rise through a fall in their price 
—the behavior of the securities markets in the past 
several weeks has been widely interpreted as an ad- 
justment to the higher return on funds available 
as a result of the general rise in interest rates. This 
is not to say that the general outlook for securities 
is now unfavorable; but it is certainly true that if 
tight money continues to be the Fed’s policy, it will 
constitute one depressive influence on securities 
prices. 


Impact On Business 


For the businessman, tight money will also pose a 
continuing problem. Federal Reserve policy is a 
“oeneral”’ rather than a “selective” credit control: 
It strikes the legitimate borrower as well as the spec- 
ulator. Businesses attempting to cover ordinary in- 
ventory requirements this fall are encountering a 
sharply higher interest cost, and in some instances 
are finding it difficult or impossible to obtain credit 
at any price. Similarly with expansion plans: The 
justified, as well as the unjustified, construction pro- 
gram is being hit. Those companies whose profits 
and depreciation allowances are adequate to finance 
their expansion programs are fortunate; those 


SEPTEMBER 29, 1956 


which cannot so finance expansion are paying much 
higher interest rates, or postponing expansion to a 
later date. Not a few companies have decided to go 
ahead with borrowing plans at higher interest rates, 
since costs are tax-deductible. 


Impact On Consumer 


The consumer, too, is paying a price. The cost of 
instalment contracts already is higher than a year 
ago, and will very possibly go higher still in the 
winter and early spring. It is not difficult to obtain 
an instalment loan, and even personal (unsecured) 
loans are available to good credit risks—these loans 
are profitable to banks, and they consider them good 
public relations. But higher interest rates, stretched 
over a 36-month contract, add appreciably to the 
cost of a car. Similarly with a house: it is still pos- 
sible to find 414% VA mortgages, but getting them 
generally involves paying a premium or discount. 
Conventional mortgages now carry a 514% interest 
rate in many localities, and the increase in the rate 
carried over 20 or 25 years adds substantially to 
the cost of a home. 

It would thus be idle to say that tight money hurts 
no one; if it hurts no one, it would not be perform- 
ing the function assigned to it by the Fed. It hurts 
because it is restraining an excessive money demand, 
compressing it within the limits of the available 
resources. In the process, the less avid bidders for 
credit are being priced out of the market. In return 
for this inconvenience, however, some measure of 
control over inflation and some assurance for the 
future of the dollar are the rewards. —END 
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The 25 Biggest 
Defense 
Suppliers 


PART ONE 


(Following is the first instalment of a two- 
part article dealing with the top producers of 
materiel for the military establishment. This 
study should prove highly valuable to the readey 
at a time when weapons of war are undergoing 
drastic change and overhaul. The concluding 
article will be presented in the issue of October 
13.) 


By ALLEN M. SMYTHE 


Rumblings of military manpower cuts eman- 
ating from the Pentagon have created unwarranted 
concern among defense contractors dealing with busi- 
hess administrators in the Defense Department who 
are charged with keeping military expenditures 
from being jet-propelled into the financial strato 
sphere. 

Some manpower cuts are desirable and justifiable 
But this does not mean that disbursements for “mili 
tary hardware” will decrease. Savings from person 
nel reductions seem largely headed into push-butto 
development programs, some of them brinking the 
fantastic. But against those excursions there is ex- 
pertly planned and administered effort to bring 
about streamlining and standardization of weapons. 

If reduction is made in the number of models of 
aircraft and guided missiles it will be a blow to some 
of the large corporations, a boon to others. Cutbacks 
on weapons ruled obsolete can have a similar effect. 

And without assaying the arguments for and 
against, it is a demonstrable fact that the good and 
the bad fall essentially upon a limited number of 
industries which are the “big suppliers.’”’ Who are 
they? What does the Pentagon look to them to pro- 
vide? What is the outlook—the “trends’’— in a situa- 
tion which is so fluid as to rule out precise dollars- 
and-cents answers? 


Security Precludes Details 


Detailing of product is necessarily limited by the 
unquestioned security label that attaches to much 
of the data. Cancellations are a problem in materiel 
production, but they don’t especially disturb profit 
range: When contracts are “terminated for the con- 
venience of the Government” all expenses are al- 
lowed, plus fair profit. 

In the September 1 issue in which THE MAGAZINE 
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covered the turbo-jets, we also discussed the aircraft 
industry in general, with tables and comments re- 
garding the financial status and investment position 
of the individual companies. In this story, we will 
concentrate on the type of aircraft, missiles, elec- 
tronic devices, carriers and aeronautical devices pro- 
duced by these companies. 

It is well to remember that the speed with which 
the genius of man is unlocking the secrets of the 
universe has a tendency to make obsolete any cur- 
rent airplane model or product now in use and 
cause it to be superseded by more advanced and more 
efficient equipment. Therefore, the data supplied for 
the individual companies herewith are based on their 
current position and outlook as these exist today. 

Today more than one-half of our military business 
goes to 25 companies. Even the relative standing of 
these companies is subject to sharp alteration. 
Readers of THE MAGAZINE will be kept abreast of 
major developments in this field as they occur. 


Following are the 13 top suppliers of the defense 
establishments. In the concluding article, to be pre- 
sented in the next issue, we shall report on the 
other 12. 


BOEING AIRPLANE CO.: Boeing, which was in the top 
position by a narrow margin for the military con- 
tract awards in 1955, will easily be the largest mili- 
tary contractor in 1956 and will further increase its 
lead in 1957 and 1958. Congressional pressure has 
foreed an increase in the scheduled production of the 
B-52 bomber. A rate of 20 per month may be reached 
next year. This, in turn, has caused a planned de- 
livery of 20 per month of the KC-135 aerial tanker 
now just entering the production stage. 

With top priority from the Pentagon and no 
competing aircraft in sight the manufacture of these 
two mammoth airplanes should insure steady and 
likely increasing profits for the company. The de- 
velopment costs have long been written off. 

The tests of the 
Bomarce guided TOTAL U.S. 
missile are re- 
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craft and General Electric probably will surpass this 
competent aircraft firm. In 1958, Ford may do the 
same. 

The F-100 supersonic fighter now is in production 
at both the Los Angeles and the Columbus, Ohio, 
plants. The famous war-tested Sabre fighter still is 
being manufactured but now is obsolete and reports 
are current that cancellations are expected soon. 

The F-100 is a worthy successor to the F-86 but 
deliveries under present orders will end next year 
even under some stretch-out plans. Pentagon officials 
are expected to take measures that will keep this 
firm on an efficient operating basis. 

The company now is in process of developing 
the twin-engine attack bomber, the A3J, for the 
Navy. 

The Rocketdyne division of the company is en- 
gaged in developing the Navaho guided missile, an 
“air-breaking” weapon with a range of over 5,000 
miles that will travel at very high speed and at an 
unusual height. The Air Force is mvesting tremen- 
dous sums in this gigantic weapon which still is 
several years from its final approval. 


GENERAL DYNAMICS CORP.: In third place in 1955, 
General Dynamics may end 1956 in second place. 
Its Convair division should easily keep it in second 
place for 1957. With a number of substantial air- 
frame contracts from both the Navy and Air Force, 
large research contracts and top priority on the in- 
tercontinental ballistic missile Atlas, this company 
should be assured of profitable operations. 

The F-102 supersonic fighter for the Air Force 
is coming into production and substantial orders 
are on hand. A number of Navy aircraft are being 
produced and the large long-range four-motor R3Y 
could develop sizable contracts for the firm. 

The intercontinental ballistic missile is top secret 
and has top priority in the Pentagon. Fabulous sums 
are being spent to make sure that our nation will be 
the first to have this “ultimate weapon.” Convair is 
the largest recipi- 
ent of this re- 
sponsibility and 
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powered submarines. 


UNITED AIRCRAFT CORP.: Jet engines and helicopters 
probably will push United Aircraft to third place 
among military contractors this year. 

The Pratt & Whitney division created the J-57 
10,000-pound thrust turbojet engine which has be- 
come the standard for both the Navy and Air Force. 
A larger and improved J-75 soon will be in produc- 
tion. Many airframe manufacturers are awaiting 
its arrival. 

The Sikorsky Helicopter division probably will 
continue to produce at its present rate. Its produc- 
tion costs are the most reasonable for the military 
services. 

(For a detailed discussion of this company, we 
refer to the turbo-jet story which appeared in our 
September 1 issue.) 


GENERAL ELECTRIC CO.: General Electric is far ahead 
in its development of the atomic aircraft engine. 
Other atomic research contracts assure its pre- 
eminence in the promising nuclear field. 

Classified research and development contracts 
in the radar, sonar, guided-missile, avionics and 
other electronic fields add up to a high volume of 
business and insure increased further business from 
production contracts. Recent approval of a new re- 
volving 20 mm “Gatling” gun for supersonic aircraft 
could cause replacement of much present aircraft 
armament. Being named second source for the ‘“‘Side- 
winder” air-to-air missile to be used by both the 
Navy and Air Force indicates another of the many 
activities that guarantees leadership in this field. 


AMERICAN TELEPHONE & TELEGRAPH CO.: Western 
Electric military business guaranteed its parent 
company sixth place in the Defense Department 
list for 1955. Many large awards are included in 
this summary that will take several years to com- 
plete. Thus, Western Electric does not rate sixth 
among the military contractors. However, its mili- 
tary business will continue at about the same rate 
this year as last. 

One large element of defense business is in the 
radar and warning systems of the Arctic and in 
Canada. The business should begin to taper off 
next year. 


FORD MOTOR CO.: Good luck in being selected as the 
second source of Pratt & Whitney turbojet engines 
put Ford in seventh place in the 1955 defense list 
of contract awards. 


Already well staffed with scientists and engineers, 
this division is expected to be enlarged severa| 
times in the next two years. 

(The details were thoroughly covered in the turbo. 
jet story in our September 1 issue and in our study 
of =e automobile industry in our September 15 
issue 


LOCKHEED AIRCRAFT CORP.: Lockheed will continue 
high in the list of military contractors, although busi- 
ness this year may fall behind last year’s. But this 
has been more than made up by commercial busi- 
ness. 

The C-130 military transport will insure con- 
siderable business for the future. The F-94 fighter 
now is obsolete and about phased out of the picture, 
Orders for two Navy planes are now being delivered, 
with additional prospects when these are com- 
pleted. 

Lockheed has excellent chances of keeping the lead 
in the development of its airframe for the atomic 
aircraft engine. 


CURTISS-WRIGHT CORP.: World War II largest mili- 
tary contractor now has half of its business in the 
commercial world. Once a leader in the military 
piston-engine business, it now is a poor fourth in 
jet-engine production. Its J-65 turbojet now is obsv- 
lete, with no orders in sight. The J-67, which was 
to supplant it, has been cancelled after four years 
of development. 

By absorbing Studebaker-Packard, Curtiss-Wright 
re-entered military business by way of subcontracts. 
Studebaker is the largest subcontractor for the Ford 
jet-engine plant in Chicago. This business will double 
in the next two years. Studebaker also received a 
order for over 1,000 military trucks. 

For a full story on this company, we refer to ou: 
feature article in this issue on Curtiss-Wright an 
Studebaker-Packard. 


DOUGLAS AIRCRAFT CO., INC.: Douglas is competing 
with Lockheed for business from commercial air- 
lines. Also, like Lockheed, it has both Navy and Ai 
Force airframe business to keep it in the top 10 
of military contractors. 

The Air Force business includes the C-124 trans- 
port and the B-66 attack bomber. The Navy con- 
tracts include the F4D, the A3D, and the A4D, all 
designed to operate from carriers. None of these 
planes has long-range possibilities, but several de- 
signs are under development that could lead to much 
future business. 
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(LEFT) Alfried Krupp von Bohlen und Halbach, who now thinks in terms of butter 
rather than guns. (BELOW) The A. G. Weser Krupp-owned shipyard at Bremen 
was dismantled after World War Il and sent to the Soviet Union as reparations. 
Shown here is the rebuilt yard, one of the most modern in the world. 
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Industrial prosperity has spawned for Germany the 
highest standard of living in Europe. This is Koenigsallee in 
Duesseldorf, famed for its elegant stores and outdoor cafes. 


GERMAN RESURGENCE 


Where Human Ingenuity Was Spurred By 
The Naked Will To Survive As A Nation 


By JOHN H. LIND 


The miracle of West Germany’s economic re- 
covery, to a point where she is today accumulating 
new wealth at a rate that is astonishing the world, 
is the natural result in the first place of the naked will 
to survive as a nation. Human ingenuity at such a 
juncture can accomplish almost anything it sets out 
to de, and the collective willingness of the Germans to 
put their shoulder to the wheel is responsible, in a 
large measure, for their enormous success. A con- 


SEPTEMBER 29, 1956 


tributing factor is the fact that the Allies did not 
profit from their reparation mistakes after World 
War I. In fact, they made the same ones all over again 
after World War II. 

Ten years ago Germany seemed almost totally pros- 
trate. Her industrial potential apparently was de- 
stroyed, her business and political leaders were im- 
prisoned, or at least barred from all their former 
activities and her manpower was tied up in prisoner- 




















The Krupps long have been known for their work in locomotive 
and allied fields. This is a locomotive factory operating at 
about 80% of its pre-war capacity. Many of its orders come 
from the underdeveloped countries. 


of-war camps and labor gangs all over Europe and 
Asia. Her only non-human means of transportation 
were pushcarts and bicycles. 

Since then production has climbed by nearly 500%, 
so that today it is nearly twice as high as in 1936, 
the last “normal” pre-war year. 


Victory Out of Defeat 


The scope of this article permits no more than a 
highlighting of the reasons for this economic renais- 
sance. One thing stands out, however. Losing a war 
does not necessarily make a country poor (nor does 
winning one make it rich, as Britain and France have 
shown). In fact, the seed of Germany’s total recovery 
was contained in her total defeat. At the end of the 
war the destruction of West Germany’s industrial 
production was no more than 10% to 20% of its war- 
time capacity. 

Yet, the dislocations, the moral and physical shock 
of defeat and occupation, the lack of manpower and 
of managerial and Governmental direction were such 
that actual production sank to a mere fraction of what 
it had been in 1942-43. To this must be added the total 
lack of incentive in the early post-war years to im- 
prove the economy. At a time when the real value of 
the German mark was 0.8 cents (it is now 24 cents), 
when American and British cigarettes were consid- 
ered a much more stable currency than Germany’s 


16 


legal tender, when the occupation powers kept draw- 
ing up ever-growing lists of German plants to be 
dismantled and re-erected abroad and the philosophy 
of the Morgenthau plan to pastoralize Germany still 
influenced our thinking—at such a time very few 
German businessmen felt inclined to rebuild their 
plants or put their hidden stock back on the shelves. 
However, as soon as the big currency reform, which 
gave every German one new mark for 10 old ones, 
was completed and the dismantling stopped, things 
began to happen in Germany at a feverish rate. ]t 
was only then, in the second half of 1948, that the 
German economic recovery really got under way. As 
the following index shows, in the first year of this 
recovery period industrial production increased b: 
nearly 50%, an unheard-of-yearly increase in a mod 
ern industrial country. After that new records wer 
established each year and are still being established 


Index of West German Industrial Production 


(1936 — 100) 


1948 60 
1949 89 
1950 111 
1951 131 
1952 140 
1953 154 
1954 172 
1955 198 


1956 (estim.) 217 

There is no doubt that had the defeat been less 
total and the appearance of economic paralysis in the 
first three post-war years therefore less dramatic, we 
would have adopted a different attitude towards the 
German economy and certainly would not have con- 
tributed some $2.5 billion towards its recovery, or 
stopped the dismantling of plants so soon. 

But the extent of Germany’s military debacle 
brought with it also other seeds of recovery. For in- 
stance, one of the main reasons why the British and 
French booms leveled off and wage demands are 
forcing up prices is the serious labor shortage in both 
these countries. In Germany, on the other hand, em- 
ployment has increased by 5 million to a total of 18.5 
million within the last seven years and, even now, in 
the face of record production and employment figures, 
there still is a reservoir of available unemployed, 
equal to nearly 3% of the total labor force. It is be- 
cause at the end of the war some 8 million Germans 
were shipped from Czechoslovakia, East Prussia and 
Silesia into Western Germany, where they were later 
joined by about 2 million refugees from the Soviet 
occupation zone that Germany has so far never been 
short of this most essential commodity for sustained 
prosperity. It was intelligent German planning that 
integrated this staggering mass of penniless refugees 
into the national economy and turned them into the 
country’s most valuable asset, but West Germany cer- 
tainly had not wanted them when they first came and 
it was only her total defeat which prevented her from 
refusing to accept them. 


Profit and Punishment 
Germany’s total disarmament and the outlawing 
of all arms production is another instance of turning 


a punitive measure imposed from the outside into a 
tool for prosperity. For while Britain, France and the 
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United States were burd- 
ened with heavy armament 
expenditures, necessary to 


Some U.S. Companies With Stake in Germany 





Addressograph- 
Multigraph Co. 
American Cyanamid Co. 


protect the free world, Ger- 
many could devote all her 
productive capacity to 
make civilian goods. True, 
she had to pay part of the 
occupation costs to the 
Western powers but the 
percentage of the national 
income thus spent was 
much smaller than what 
these other countries spent 
for the upkeep of their mil- 
itary establishments. 

At present even this 
peyment is discontinued, 


American Radiator & 
Standard Sanitary 
Armour & Co. 
Atlantic Refining Co. 
Carborundum Co. 
Colgate-Palmolive Co. 
Combustion Engineering 
Deere & Co. 
Eastman Kodak 
Foster Wheeler 
General Motors 
General Refractories 








General Shoe 
Gillette Co. 


International Business 
Machines 


International Harvester 
International Tel. & Tel. 
Lehn & Fink Products 
Libby, McNeill & Libby 
Minnesota Mining & Mfg. 
National Dairy Products 
National Lead 

Philip Morris 

Sperry Rand 

Woolworth (F. W.) 

Yale & Towne 


its giant steel industry 
would certainly have been 
dismantled by France as a 
reparations payment. How- 
ever, since France had rea- 
son to believe at the time 
that it would permanently 
control the Saar’s economy 
it had no need to transfer 
its industrial plant. Last 
year, however, the people 
of the Saar made it clear 
that they now wished to 
return to the Fatherland 
and since all reparations 
payments, of course, ceased 
long ago, Germany is get- 








ting the area back with its 





siace the occupation has 








ecme to an end and foreign 

troops in Germany are there as part of the North 
Atlantic Treaty Organization (NATO). Germany’s 
obligatory financial contributions to NATO now have 
aso ended since she is supposed to build up her own 
army and bring its eventual strength of 500,000 men 
into the NATO pool. In the meantime, internal politi- 
cal difficulties have caused a series of major delays 
in implementing her rearmament program, so that 
in the last fiscal year only a small part of the arma- 
ment expenditures earmarked in the budget was ac- 
tually spent. Military conscription, which is currently 
causing sharp deterioration of the manpower situ- 
ation in France, also has not yet started in Germany. 
It is interesting in this connection that Communist- 
controlled East Germany which boasted of full em- 
ployment when West Germany had still 114 million 
out of work has an economic recovery rate and stand- 
ard of living far below that of West Germany. 


The recent final settlement of the Saar problem 
shows a similar pattern. Had the Saar not been 
separated from Germany at the end of World War II, 


German Trade Gains Charted 


industrial equipment fully 
intact. 


Hard Work and Austerity 


We must not conclude from all this that Germany’s 
economic recovery was due merely to the lucky cir- 
cumstances which turned a number of punitive meas- 
ures imposed on her by her victors into eventual eco- 
nomic assets. After the currency reform of 1948 the 
Germans really rolled up their sleeves and worked as 
no other nation in Europe has done since 1918. They 
accepted willingly an extended period of austerity 
combined with low wages (with the full collaboration 
of the trade unions) so that the ensuing high busi- 
ness profits could be utilized for repairing, re- 
placing and modernizing the country’s entire capital 
equipment. As a result, the Germans today have a 
more up-to-date industrial plant than almost any 
other European country. 

But what about the future? As the accompanying 
chart shows, Germany’s exports are still rising at a 
faster rate than her imports and her gold and foreign 
exchange holdings are higher than those of the entire 
sterling area, At the record figure of $4 
billion, these gold and exchange reserves 
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cover each German Mark in circulation 
by 118%. The inflow of money from 
abroad is not only due to Germany’s ris- 
ing export balance but also to her very 
high interest rate and the persistent 
rumors of an upward revaluation of the 
mark, both of which are causing an influx 
of short-term capital. This piling up of 
reserve funds is a heavy strain on the 
foreign reserves of other countries, while 
in Germany itself it adds to the already 
existing inflationary tendency by giving 
German businesses additional capital for 
expansion. Her economic dilemma con- 
sists therefore of restraining both infla- 
+ tion and the influx of money from abroad. 

The difficulty of simultaneously solv- 
ing both these problems lies in the fact 
- that the cure for one may well aggravate 
Nee the other. A good illustration is Ger- 
many’s central bank rate. In order to 
combat the inflationary pressure of ris- 
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ing business expansion the central bank 
raised its discount rate to 514%. 
(Please turn to page 50) 
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Washington 





PERSONALITIES, not issues, appear to be dominating 
the political campaign. Eisenhower plainly is 
“liked,” even by some of those who say his Adminis- 
tration has been less than a world-beater. Stevenson, 
although making his second appearance on the na- 
tional political stage, remains something out of the 
ordinary to the voters. So much so, that the term 
“egghead” was coined and brought into popular use 
as descriptive of the intellectual with hard common- 
sense, humor, and the antithesis of what “intellec- 
tual” meant when Franklin D. Roosevelt was raid- 
ing campuses to constitute his brain trust. 





WASHINGTON SEES: 


The 39,000 members of the National Association 
of Home Builders have been told by their national 
offices that the shortage of mortgage money will 
grow worse and that the most critical phase in 
the history of their business is at hand. A Washing- 
ton conference is planned, out of which may grow 
a “borrower's strike,” stemming from a purposeful 
slowdown by the builders of homes. 

Unless the effect of the new Federal Reserve 
Board discount rate is softened, builders will be 
asked to pledge not to construct for the market 
without first obtaining financial commitments for 
long-term mortgage needs and to keep production 
immediately related to sales. 

“Don’t assume that the tight money is temporary 
—because it may well get tighter,” is the keynote. 

Home-building costs—land, materials and labor 
—are ‘way up; shortage of schools, sewer and 
water facilities is pressing down; the home below 
$20,000 is being abandoned on the drawing 
board; and FHA-VA insured mortgages with their 
42% interest top no longer are attractive. 

Industrial and commercial expansion has placed 
unprecedented demands on limited available long- 
term investment sources. 















By “VERITAS” 


CONSISTENT with this development has been the be- 
havior of Vice-President Nixon. His conduct since 
the pre-convention days has gone far to draw the 
fuse from ammunition the Democrats had been stor- 
ing for three years. For months before San Fran- 
cisco, Nixon spoke in public infrequently. His 
acceptance speech at the convention was in the 
manner of goodwill to all men. His first post-nomina- 
tion talk, to the American Legion, was a patriotic 
enunciation that couldn’t be criticized. He’s on tria! 
and seems to know it. Hearing him for the first time, 
one must wonder what the shooting was about. I 
Nixon insists on staying on the high road, the Demo 
cratic high command will be forced to alter its 
strategy. 


GOVERNMENT costs will go higher next year, wheth- 
er Ike remains in the White House or Adlai displaces 
him. Both parties are promising to improve the lot 
of the voters in many ways, principally by doing the 
same things better than the opposing party can, or is 
willing to do them. But neither sets up shop as the 
party of Government cost cut. The subject scarcely 
is mentioned. When it is discussed the argument 
runs to better management of the same appropri- 
ated funds. Each, for example, contends for more 
defense money and that’s the budget’s biggest cost 
item. Even with continued brisk business and Treas- 
ury receipts, general income-tax reduction looks 
more illusory than ever. 


CAPITOL HILL’S resistance to continued high appro- 
priations for foreign aid was the motivation behind 
Ike’s appointment of Benjamin F. Fairless, retired 
industrialist, to survey the situation overseas and 
report before the next Congress meets. The White 
House was slightly behind the Senate, which already 
had named its own committee. Regardless of the 
nature of the reports the fight on foreign aid will 
be intensified next year, with cutback almost certain. 


The Fairless prestige should be of help to the White 
House. 
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p» Ihe war-or-peace issue has been played up out of 
proportion to its profoundly serious base and is losing 
campaign respectability. Both political parties are at 








fault. GOP started off with a great advantage: There is no 
shooting war anywhere and they were able to point to the fact 
that there hasn't been a Democratic President in half a 
century whose Administration was not marked by war. But 
when overzealous campaigners attempted to write an 
insurance policy on peace because of a series of circum- 
stances which had world-wide implications, 
quite far. When they pictured the Republican party as the 


it was going 





sole custodian of peace the issue lost its luster. 








>» Meanwhile the Democrats were not content to let 
the opposition talk itself into an indefensible position. 





Adlai Stevenson began painting a picture about ending the 





Wilson's second campaign=--"he kept us out 
of war." The rationale seems to run to 

the obvious, that if there are no armies 
there can be no war. Just as the Republicans 
failed to put forth no guarantee against 
another Lusitania or another Pearl Harbor, 
Adlai blithely passed over bases for his 
oromise. But no draft sounds almost as good 
iS no war, to the average parent. Both add 
to the same thing and that thing may be no 
political capital. 





p An unexpected balance figure 
exceeding $150 million in the United Mine 
Workers Welfare and Retirement Fund caught 
the eye and staggered the imagination of 




















from the office of John L. Lewis. But that's 
only part of the story. UMW was in a position 
to give the report a highly respectable, 
even benevolent complexion. On June 30, it 
said 61,546 retired miners were receiving 
$10C-a-month pensions. This is in addition 
to the Federal Social Security or other 
income they enjoy. The average age of the 
beneficiaries at the time of retirement was 
63.8. They had worked an average of 32.3 
years in the coal industry; more than 2,200 
had worked 50 years or more in the mines. 











p» And the story goes on: Fund 
expenditures of $47 million this fiscal year 
cared for 1.5 million days of hospital and 
medical care for 89,513 beneficiaries. 

This involved 1.4 million calls by physi- 
cians, not including specialist services. A 
three-state network of 10 hospitals came 
into existence. The pension and welfare fund 
increased by $26 million during the year, 
with total revenues of $154 million. This 
is what is described as box-car figures, but 
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draft. Not tomorrow; in the foreseeable future. It was 
plainly an attempt to recreate the conditions of Woodrow 





the plant and the projects were enormous 
and, says UMW, if the Fund didn't meet the 
costs some other source would. Much of it 
would be raised by general tax. 











p In many respects, the United Mine 
Workers is the most successful business in 
existence. Certainly, that description 
would hold if the claim were to be appraised. 
The miners are proud of it and they're doing 
nothing to avoid inquiry: Copies of the 
report went to all contributing coal 
operators signatory to the national agree- 
ment, to an extensive list of public 
officials including Congress, and the press. 
Said John L. Lewis: "The report is a public 
document available to all requesting it." 























p A political opponent, Democratic 
Senator Pat McNamara, may have insured 
passage next year of Republican Senator John 
Bricker's bill to restate treaty making 
powers. Constitutionally cemented as a 
function of the Government with only the 
question of the Senate's part ever in 
doubt, treaty-making seems headed for 
operation on the state level. More states 
than seceded from Federal supervision in 
the 1860's have joined in a more peace-= 
ful compact, though hardly less in conflict 
with the organic law, and want to make a 
separate treaty with Canada. 











> Questions more far-reaching than 
those which interest the political sci- 
entist are embraced. Within the policy of 
State compacts with foreign countries (in 
this instance the Dominion of Canada) 
could be control over a vast part of the 
national economy. In the instance under 
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examination, Michigan, Minnesota, Wis- 


consin, Illinois, Indiana, Pennsylvania, 
New York and Ohio have banded to make a 
deal with Canada on conservation and con- 
trol of the Great Lakes. The purposes are 
pure, but the methods have aroused the 
State Department. Congressional action 
would be necessary. With so powerful an 
array of states, success is possible. 





» The United States and Canada 
were confronted with a somewhat similar 
Situation long before either McNamara, 
who favors Federal license, or Bricker, 
who would build on the present treaty 
base, came to the Senate. Solution was 
reached by creation of the International 
Joint Commission and the Great Lakes Fish- 
eries Commission. On this basis, two 
sovereigns have been doing business on the 
same level. The fight against McNamara's 
bill will be predicated upon the argument 
that the Commission powers can be extended 
to cover new problems, without breaking 
down sovereignty. 
































» It could be the calm before the 
storm, but it nevertheless is so obvious 
that it almost can be physically felt, 
that the murderous assault the Democrats 
predicted the farm belt would make upon 
Republican candidates isn't materializing. 
Not even a three-point drop in farm prices 
during the month ending August 15 gave the 
Republican strategists chills or caused 
the Democrats to start shooting off rock- 
ets and Roman candles. Adlai and Estes, 
abetted perhaps by Harry Truman have been 
trying to build the drop into the image of 
a heartless Administration policy toward 
the farmer but the artistry has been 
dulled by more apparent things. Until last 
month, farm prices had been better than 
one year ago. The soil bank is beginning 
to take effect, is moving ahead rapidly 
and will do a fair job of blanketing some 
areas before November. Sale of a substan- 
tial volume of agricultural products to 
India improved the cash situation by cut- 
ting stored surplus. Against this, Demo- 
crats have offered only the high price 
support and a batch of aspirations. The 
farmers seem to realize their surpluses, 
and headaches, came with high supports 
which do not move merchandise. 






































p» Ihe high-level-campaign idea 
seems to be listing badly. In Illinois a 
trusted Republican, high in his party or- 
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ganization and a candidate for re-election 
statewide, has gone to jail and others 
will follow him. Just as the Democrats 
were preparing to tar the entire Republican 
party for the confessed misdeeds, their 
candidate for Governor withdrew with a 
frank admission that investigation into his 
handling of state affairs would endanger 
his party's chances. So Illinois is faced 
with its choice of two evils--if the voters 
accept at face value the charges and 
counter-charges as typical of party 
performance. 














» In Pennsylvania, Democrats be- 
lieve they have the makings of a turnpik« 
scandal. As do most things which have 
sufficient substance to go to a grand 
jury, it looks bad at this time. For the 
Republicans, in Pennsylvania, that is. 

And since a grand jury need not find positive 
guilt, but only probable cause, to indict, 

it is doubtful that the mess will be cleared 
before election time. In New York State, a 
candidate who two years ago won election on 
a state ticket without question of his loyalty 
being raised, now is accused of currying 
favor with the Reds. These are three of the 
largest states in the Union and the prime 
campaign guestion in each seems to be: Who 
is less fit for public office, not who is 
more fit? 





























p» David Beck, the country's No. 1 
Teamster with a penchant for jumping 
traces, is at it again. Not content with 
disrupting Walter Reuther's plan to have 
AFL-CIO give unanimous indorsement to the 
Stevenson-Kefauver ticket, he has point- 
edly credited President Eisenhower with 
the national highway bill, dear to truck- 
ers everywhere, and he has indorsed by 
lavish praise, Republican Senator Thomas 
Kuchel, California. 




















As President of the Teamsters' 
Union, Beck has money and votes at his call. 
He operates his office in California, where 
his union is strong. Kuchel has been wor- 
ried, with reason. Whatever may be the 
outward appearances, the Nixon-Knowland- 
Knight triumvirate is not operating as 
one. Conceivably, Beck could be the force 
to re-elect Kuchel in a close contest and 
put California in the GOP column in the 
process. California's switch elected a 
President of the United States before — 
Woodrow Wilson, over Charles Evans Hughes. 
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ROY T. HURLEY, president and chairman of 
Curtiss-Wright Corp. 





HAROLD E. CHURCHILL, president of 
Studebaker-Packard Corp. 


STUDEBAKER-PACKARD 


moves into 


CURTISS-WRIGHT orbit 


By J. C. CLIFFORD 


aA first step down the road towards its 
eventual acquisition of Studebaker-Packard Corp. 
has been taken by Curtiss-Wright Corp. The latter 
company, hitherto a leading manufacturer of air- 
craft engines and propellers, has assumed manage- 
ment of the automobile company and has obtained 
an option (subject to stockholder approval) which 
should give it working control of Studebaker- 
Packard. 

The deal offers definite advantages to Curtiss- 
Wright. It means, in the first place, that Curtiss- 
Wright, through a hard bargain which it has driven 
with the Department of Defense, may receive bet- 
ter consideration in the awarding of military con- 
tracts, as compensation for the risks which it is 
taking in financing and otherwise aiding hard- 
pressed Studebaker-Packard. 

Even more important is the likelihood that Cur- 
tiss-Wright will be able to make excellent use, in 
compiling its own income-tax returns for the next 
five years, of the heavy loss carry-forwards, run- 
ning into many millions of dollars, which are avail- 
able to Studebaker-Packard. Curtiss-Wright will 
win use of these tax carry-forwards for its own 
accounting as soon as it has gained control of 80% 
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of the S-P stock. If it exercises its option to buy 
5 million shares of S-P stock at $5 a share, it will 
then own nearly 50% of the 11,440,455 shares which 
will be outstanding, and will be on the road towards 
the 80% required by regulations of the Bureau of 
Internal Revenue. 

For Studebaker-Packard, which was on the brink 
of insolvency, until it was bailed out by Curtiss- 
Wright, the deal means an end of the threat of fore- 
closure of its assets by bank creditors. 


More Red Ink Ahead 


But the situation does not point to a quick re- 
covery by Studebaker-Packard. Management says 
that, at best, operating losses will not be eliminated 
until the end of next year. There is a good chance 
that even 1958 will see some red ink. The stock- 
holder’s equity, moreover, is being diluted through 
the 5-million share option to be granted to Curtiss- 
Wright at $5 a share—a level somewhat below the 
market price, and well below the book value of the 
stock. 

Looking ahead, too, it must be borne in mind that 
to achieve 80% control of Studebaker-Packard stock, 
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Curtiss-Wright will need , ey , goal of 103,000 cars and 
to acquire nearly 2 mil- Companies Linking Their Fortunes trucks in the domestic 
lion shares of S-P stock adie Sesion Curtiss-Wright market for 1957. This 
in addition to the 5 mil- Cer Co. Corp. Corp. would represent a gain 
lion shares covered by -_— — — i of 8% over indicated 
the stock option. It will Sales Income Sales Income Sales Inceme sales for 1956. On such 
want to do so on a favor- nn fen) _[] an improvement, he fecis 
able basis — probably at f! 1956 (1st 6 mos.) - — $181.6 $35.4 $279.1 $20.4 |j that S-P should be out 
not more than $5 to $6 ff] 1955 _ — 480.0! 429.7! 508.7 35.0 of the red ink by the end 

a share. As long as ac- || 1954 _ — 222.3% d26.1° 475.0 19.3 of 1958. 
quisition of this addi- oo = _ pear ao a. pe But it is not going to 
tional stock is not com- ]} 195; 1781 55 5033 126 1766 69 || be easy for Studebaker- 
pleted, Curtiss - Wright }} 1950 173.4 5.1 477.0 225 135.6 7.2 Packard to gain volume 
may look with disfavor ]} 1949 21250 7.7 473.1 27.5 128.5 2.7 in t'e auto business and 
— : 1948 231.9 15.1 383.6 19.1 1117 5.3 ; , rag 
é s - make money. The car: 
nel “<n, a ad — 1947 116.6 3.9 267.9 9.1 83.1 13 hich it at io aol z 
th pitta ane hy os ee eee $28 48 141.5 9 719 24 |f W : = woe we Ses 
e open market. ~~ —- : next year are merely 
Ato the standpoint d—Deficit. 1!1—Full year combined operations of Studebaker-Packard Corp. face-lifted versions of the 

: P 2 i ions f t 1, 19 ; an 

of Curtiss-Wright, all that Including Studebaker operations from October 54 after merger 1956 models. These cars 








it need accomplish with 
Studebaker-Packard, to make its stock investment 
profitable, is to bring S-P to the break-even point 
or a little above that level. It is not likely that 
Curtiss-Wright will channel lucrative defense con- 
tracts to S-P plants, except on a basis under which 
the latter would be a relatively minor subcontractor. 


C-W Needs Defense Orders 


Curtiss-Wright itself can use additional defense 
contracts. Its efforts to develop a jet engine for 
mass production have not thus far been crowned 
by great success. Its military backlog has been de- 
clining, and while the future now appears brighter, 
it may be five or six years before Curtiss-Wright 
wins a place for itself as a major jet-engine pro- 
ducer. Meanwhile, its engine output will be pri- 
marily in the reciprocating-engine field, for such 
commercial planes as the Douglas DC-7 and the Lock- 
heed Super-Constellation. 

Within the next two or three years, production 
of such piston-engine-powered commercial planes 
will be supplanted by jet-powered planes, such as the 
Douglas DC-8 and the Boeing 707. Hence, it is 
likely that Curtiss-Wright’s income from the com- 
mercial aviation field will be substantially reduced 
by 1959 and will remain low thereafter until the com- 
pany succeeds in developing a successful jet engine. 

Studebaker-Packard, within the last two years, 
has gone from bad to worse. By this spring its af- 
fairs were in a crisis, and it could not obtain enough 
credit from its banks to continue operations. If 
Curtiss-Wright had not stepped in with a loan of 
$35 million, Studebaker-Packard would have been 
forced to the wall. 

For the first six months of this year, S-P’s net 
loss was $35,465,456, before a special charge of 
$28 million to cover provisions for inventory ob- 
solescence, cancellation of contracts, etc. This heavy 
loss resulted from a sharp contraction in its volume 
this year. For the first eight months of this year, 
production of cars by S-P totaled only 67,317 units, 
against 138,800 for the same period of last year. 
Further losses can be expected in the last four 
months of 1956. 


S-P Raises Sights 
In 1955, S-P’s net loss was $29,705,000 and in 
1954 the loss was $26,178,000. 
Harold E. Churchill, President of S-P, has set a 
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will be competing with 
brand-new styling and engineering in the 1957 
model cars offered by General Motors, Chrysler and 
Ford. 

Furthermore, prospects for direct help in the form 
of defense contracts are not brilliant. As part of its 
understanding with Curtiss-Wright, S-P has as- 
signed to a subsidiary of that company a substanti«! 
subcontract for production of J-57 jet engine com- 
ponents. This engine is going into much heavier 
production at the Ford Chicago jet engine plant i: 
Chicago during the next two years. But S-P, whic 
had planned to make the jet components at it 
Detroit plants, will not get this business. 


Hurley Sets Strategy 


In his attempt to rejuvenate S-P, and thus elimi 
nate losses, Ruy T. Hurley, chairman and presiden 
of Curtiss-Wright, intends to employ somewhat the 
same strategy he has used to boost the earnings of 
C-W since World War II. 

The methods to be employed at S-P include the 
following: 


1. All costs will be severely pruned. This means 
that heavy investments in new auto-tooling 
by S-P will be ruled out. 

2. Emphasis will be placed on new products in 
other fields. An effort may be made to obtain 
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A—Studebaker-Packard to Sept. 1954. 
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licenses to make German products such as 
the Daimler-benz diesel engines. 

3. Volume will be de-emphasized in favor of 
profits. Attention will be given to low-volume 
specialties, such as Studebaker’s Golden 
Hawk sports car. The unsuccessful Packard 


Clipper, or medium-priced line, will be 
dropped. 

4. Dual dealerships will be set up wherever 
possible, replacing separate Packard and 
Studebaker dealerships. 

5. Production will be concentrated at South 


Bend, Ind., to obtain increased efficiency. 


Curtiss-Wright’s recent record is a refreshing 
contrast to Studebaker-Packard. Last year, Curtiss- 
Wrights earnings showed an excellent gain, rising 
to $4.50 a share on the common, against $2.75 a 
share in 1954. In the first six months of this year 
non-defense sales by the company apparently con- 
tributed substantially to a further rise in earnings. 

For the first half of this year, net income was 
$20,458,133, on net sales of $279 million, which 
represents a profit margin on sales of 7.3%. In the 
first half of 1955, the net profit was $15,065,859, on 
sales of $259 million, a ratio of only 5.8%. Rarely 
does the profit margin on defense business move up 
so sharply on such a relatively small gain in sales. 
Hence, while Curtiss-Wright has not given a break- 
down of its defense and civilian production and 
sales, it is likely that the first-half improvement 
was primarily caused by the growth of the civilian 
lines, including sale of reciprocating engines to 
airlines. 


C-W Seeks Diversity 


In the defense field, Curtiss-Wright is meeting 
severe competition from United Aircraft, General 
Electric, GM’s Allison Engine and other engine man- 
ufacturers. 

Under the leadership of Mr. Hurley, Curtiss- 
Wright has been energetically pursuing an active 
program of diversification in non-defense fields. 
This has been accomplished by acquisition, from 
successful German companies, of licenses to make 
their products in the United States for the American 
market. Through this strategic move, Curtiss- 
Wright has been saving large sums which other- 
wise would have had to be spent on research and 
development to bring out new products for civilian 
uses. A wide range of German products now are 
under license to Curtiss-Wright, including some 
which would have required very large investments 
in research. The acquisition of this diversified line 
of tested products has been achieved, furthermore, 
without the risks that normally are attendant on 
any research and development program. Fully 50% 
of Curtiss-Wright’s earnings now are derived from 
its non-defense activities. But the company has not 
broken down these non-defense profits. 

Now, through its deal with Studebaker-Packard, 
Curtiss-Wright is seeking to shore up its position 
in defense-order procurement. The acquisition from 
Studebaker-Packard of the J-57 subcontracts is a 
step in the right direction—for Curtiss-Wright. 
Over the next few years, with the aid of such sub- 
contracts, as well as through continued sales of re- 
ciprocating engines to commercial airlines, and in- 
come tax deductions derived from the acquisition of 
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These turbo compounds of Curtiss-Wright increases aircraft 
range to 5,000-6,000 miles non-stop, enabling planes to fly 
profitable payloads faster and farther. 


Studebaker-Packard, Curtiss-Wright may be able 
to show good earnings reports. 


Engineering Is Acid Test 


But the big test, for the long run, will be in en- 
gineering. Can Curtiss-Wright come up with a suc- 
cessful 25,000-pound-thrust jet engine for the 
Department of Defense? The company has a re- 
search contract for such an engine. 

Curtiss-Wright also has obtained from Stude- 
baker-Packard the Aerophysics Laboratory in Santa 
Barbara, Cal. 

The Aerophysics organization has been working 
on guided missiles and other aviation research con- 
tracts. It may be able to strengthen and diversify 
Curtiss-Wright’s research and engineering approach. 

Curtiss-Wright has one high hurdle which it 
must surmount before it can cash in on Studebaker- 
Packard’s loss carry-forwards for tax purposes. 
Studebaker-Packard must remain in the auto-manu- 
facturing business, to permit those deductions to 
be available to C-W. This is required by the Bureau 
of Internal Revenue. 

Hence, C-W must accept the risks that go with 
an automobile manufacturing operation. Presum- 
ably, Mr. Hurley believes that by shrinking the 
scope of the S-P organization, limiting the number 
of its products, and cutting costs, he will be able 
to stay in the auto business and take full advantage 
of S-P’s loss position for the years 1954-1955-1956. 

But the day for a big gamble by S-P to become 
a large auto producer clearly has passed. At best, 
the company will be a minor producer of specialty 
auto products. And it will move further and further 
into the Curtiss-Wright orbit until it is eventually 
absorbed by that company. —END 
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ems PAPER INDUSTRY 


A note of caution has crept into the paper 
industry, which has toppled production records 
over the past few years with monotonous regularity. 
Coming from on high, the signal has stirred no little 
concern among the people who sold last year a 
record $10 billion of paper and allied products. That 
compares with a volume of little more than $4 bil- 
lion in post-war 1946 and less than $8.5 billion in 
1954. But even the all-time peak of last year is 
slated to be surpassed in 1956. 

Based on first-half figures, paper production in 
this country is running at a 32 million-ton annual 
rate, compared with last year’s less than 30 million, 
which marked a 12% rise from 1954. These spec- 
tacular gains have prompted the cautionary note 
injected by no less an authority than J. D. Zeller- 
bach, president of Crown Zellerbach Corp., second 
largest factor in this burgeoning industry. Mr. 


Zellerbach was wrong in 1952 — 
But he may be right today 


By PHILLIP DOBBS 


Zellerbach fears that the newsprint and pulp busi- 
ness will be in a state of overproduction within two 
years. He also has said that a price war could de- 
velop unless the industry is “wise about it.” 


Zellerbach Has A Remedy 


The way out, according to Mr. Zellerbach, is to 
defer expansion plans “for a year or two” and 
curtail output to “85 or 90% of what it is now.” 
While Mr. Zellerbach’s views command considerable 
respect within the industry, the halo of this prophet 
has slipped in the past few years. For one thing, 
he was hoisting similar caution signals more than 
four years ago. In the 1952 annual report to stock- 
holders, Mr. Zellerbach stated: 

“With the return of more intensive competition 
to the paper industry, in common with industry 
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Statistical Data on Leading Paper Companies 
Ist 6 Months Full Year. 
Net Sales Net Profit Margin Dividend Per Share Price 
1955 * 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 
——_(Millions)—— % % 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 
CHAM. PAPER & FIBRE....$ 36.11 $ 43.11 7.6% 8.5% $ .601 $ .811 $2.21 $2.87 $1.00 $1.20 45 -25 30 43.0% 
W.C. (mil.) ‘54—$27.0 
W.C. (mil.) ‘55—$31.3 
CONTAINER CORP. ........ 122.6 138.4 6.5 7.0 3.12 3.64 5.31 6.09 3.00 3.00 95 -61 87 3.4 
W.C. (mil.) ‘54—$24.5 
W.C. (mil.) ‘55—$34.9 
CROWN ZELLERBACH ...... 196.8 223.5 10.4 11.1 1.45 1.76 2.58 3.11 1.53 1.80 69%-3658 58 3.1 
W.C. (mil.) ‘54—$ 99.2 
W.C. (mil.) ‘55—$114.7 
EET Sx esesccnccconccsseeses 25.0 28.5 7.8 8.2 2.28 2.68 4.05 4.39 1.80 2.00 6434-474 59 3.3 
W.C. (mil.) ‘54—$17.3 
W.C. (mil.) ‘55—$20.5 
FIBRE. PAPER PROD.* ... 57.2 60.5 4.6 4.6 1.74 1.83 97 3.78 25 1.00 43 -22 35 2.8 
W.C. (mil.) ‘54—$12.6 
W.C. (mil.) ‘55—$38.3 
GAIR (ROB’T.) CO. ........... 77.4 86.3 5.6 6.2 1.31 1.62 2.22 2.79 1.50 1.50 4034-264 37 4.0 
W.C. (mil.) ‘54—$19.1 
W.C. (mil.) ‘55—$36.3 
GREAT NORTHERN PAPER 24.4 30.3 9.0 9.4 1.96 2.60 3.97 4.46 3.00 3.00 1082-74 96 3.1 
W.C. (mil.) ‘54—$19.4 
W.C. (mil.) ‘55—$21.0 
INTERNATIONAL PAPER... 390.7 435.2 98 9.9 3.67 3.92 7.05 7.54 3.00° 3.00 14412-82 128 2.4 
W.C. (mil.) ‘54—$151.1 
W.C. (mil.) ‘55—$141.9 
KIMBERLY-CLARK CORP... 56.9" 62.9" 8.6 7.4 14 612 2.61 2.821 1.728 1.80 5858-36'2 51 3.5 
W.C. (mil.) ‘54—$46.8 
W.C. (mil.) ‘55—$50.9 
LILY-TULP CUP ............000. 31.6 36.6 8.4 9.2 1.71 2.15 3.03 3.40 1.50 1.60 66 -46 53 627 
W.C. (mil.) ‘54—$17.2 
W.C. (mil.) ‘55—$19.1 
(W.C.)—Working capital. 1—Quarter ended June 30. 3—Plus stock. 
(*)—Formerly Pabco Products Inc.; 1955 report on pro-forma basis. 2—Quarter ended July 31. 4—Year ended April 30, 1956. 
Champion Paper & Fibre: Earnings uptrend reflecting benefits from increased Gair (Robt.) Co.: Will bably sh d i i 
soadualion facilities. Net income for current fiscal year, ending Next March $2.79 a share ‘cochiaed fost ‘seat, Prepened pond get y hf 
31, estimated at $3.25 a share against $2.87 last year, adjusted for recent provides for exchange of four shares of the latter's stock for five shares 
2-for-1 stock split. Could raise dividend. of Gair. C! 
Container Corp.: Coninued earnings gain expected to carry 1956 net income Great Northern Paper: C t fl i flecti i 
to above $1.75 a share from $1.52 last year, after giving effect to recent by this foremost Sits comaerien 5 Se Site cane 
4-for-1 stock split. B! better than $5.60 a share. Higher cash dividend or extra in stock pos- 
Crown ee ee ts conned eaaet ghey ieagutet paver mamta. sible. B* 
turer achieved further diversification in y acquisition o aylor . ‘ ‘ . 
Container Corp. Indicated 1956 earnings of $3.50 a share hold promise of paigy a ow Be ee eat ee Spent Gin teeneet samen, — 
dividend increase or extra payment in stock. B uptrend. Net income for current year expected to top $8 a share. Another 
Dixie Cup: Broadening year-round morkets for paper cups and related year-end exra in stock probable. A! 
products reflected in expanding earnings estimated at $5.10 a share for Kimberly-Cl eae : : 
current year. Has increased quarterly dividend from 45 to 50 cents a imberly-Clark: Recent acquisitions and internal expansion, providing 
share. B! greater say. ste omnency expected to be reflected by earnings uptrend. Net 
Fibreboard Paper Products: Formerly Pabco Products. Adopted new title last prcemctny Soy Bede yp Ld gt of $2.62 @ share provided geod 
May upon acquisition of remaining 50% interest in Fibreboard Products, " “ 
manufacturer of paperboard, containers and cartons, now the company’s Lily-Tulip: Sharp gains in recent years accentuated in first half of 1956 by 
major business. Expected to show earnings of about $3.80 a share for earnings increasing to $2.15 a share compared with $1.71 a year ago. 
current year. C? A more liberal dividend possible. B* 
Ratings: A—Best grade. 1—Improved earnings trend. 
—Good grade. 2—Sustained earnings trend. 
C—Speculative. 3—Lower earnings trend. 
D—Unattractive. 
LL a 

















generally, it seems unlikely that the extraordinary 
high-level operations of the past few years can 
continue.” 

Even more notable for 1952 was the action of 
Crown Zellerbach in deferring expansion of kraft 
pulp facilities and relinquishing the Certificate of 
Necessity offered by the Government for over $19 
million of such expansion. What happened subse- 
quently, of course, could only have filled Mr. Zeller- 
bach with regrets, as the paper industry went on to 
achieve new tops. Indeed, the paper field was one 
of the few major industries that did not sustain a 
setback in the recession of 1954. 


SEPTEMBER 29, 1956 


While the paper industry has the capacity to turn 
out 32 million tons of paper and board this year 
(the final result probably will fall short of 31 mil- 
lion), expansion is proceeding at a pace that will 
bring capacity to somewhere around 37 million tons 
by the close of 1958. There is considerable feeling 
within the trade that an expansion program is in 
order that would add some 2.5 million tons of 
capacity each year. 

This school of thought believes that rising per- 
capita consumption and the growth in the population 
will push up demand by roughly that amount an- 
nually for the foreseeable future. The age of the 
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Statistical Data on Leading Paper Companies (Continued ) 




















Ist 6 Months Full Year. 
Net Sales Net Profit Margin Dividend Per Share Price 
1955 1956 1955 1956 Net Per Share Earned Per Share indicated Range Recent Div. 
——_—(Millions) % . 4 1955 1956 1954 1955 1955 1956 1955-56 Price ‘Yield 
MARATHON CORP. .......$ 95.8! $109.1! 69% 56% $1.81! $1.69! $2.01 $2.51 $1.25 $1.40 4814-28 37. 3.7% 
W.C. (mil.) ‘54—$30.9 
W.C. (mil.) ‘55—$31.6 
MEAD CORP. ‘ <> On 76.0 6.6 7.4 1.34 1.69 2.31 3.15 1.052 1.40 4112-265 36 3.8 


W.C. (mil.) ‘54—$22.7 
W.C. (mil.) ‘55—$26.0 





MINN. & ONT. PAPER 34.6 40.2 8.2 10.3 1.11 
W.C. (mil.) ‘54—$21.0 
W.C. (mil.) ‘55—$25.4 


1.61 2.36 2.89 1.20 1.40 


42%4-25%8 36 3.8 











OXFORD PAPER .............. 28.2 31.1 6.6 7.2 2.12 
W.C. (mil.) ‘54—$14.2 
W.C. (mil.) ‘55—$15.4 


2.62 3.81 4.76 1.45 1.85 5134-34 46 4.0 





RAYONIER 70.3 72.5 11.4 11.0 1.41 
W.C. (mil.) ‘54—$49.0 
W.C. (mil.) ‘55—$46.3 


1.52 2.05 2.87 1.08 1.40 4478-2278 38 3.6 





ST. REGIS PAPER 
W.C. (mil.) ‘54—$76.5 
W.C. (mil.) ‘55—$97.6 


. 112.4 167.6 7.7 7.3 1.52 


1.73 2.62 2.95 1.80 2.00 6058-3358 54 3.7 





SCOTT PAPER . 
W.C. (mil.) ‘54—$26.9 
W.C. (mil.) ‘55—$33.2 


. 125.8 133.4 8.8 8.5 1.38 





1.42 2.33 2.65 1.80 1.80 7834-55'2 69 2.6 





SUTHERLAND PAPER 28.9 33.7 6.0 6.3 1.75 
W.C. (mil.) ‘54—$13.9 
W.C. (mil.) ‘55—$14.8 











2.00 3.81 3.30 2.00 5834-4134 43 4.6 





UN. BAG-CAMP P. CORP. 61.7 68.2 11.5 12.8 1.35 
W.C. (mil.) ‘54—$23.3 
W.C. (mil.) ‘55—$28.3 


1.65 2.06 2.68 1.33 1.33 4712-23 390s 3.4 





WEST VA. PULP & PAPER 128.9 142.6 8.6 9.1 2.18 
W.C. (mil.) ‘54—$56.1 


W.C. (mil.) ‘55—$38.6 


2.54 2.57 3.08 1.40 1.60 63 -35 53. 3.0 











(W.C.)—Working capital. 





Marathon Corp.: Dip in fiscal 1956 first nine months’ earnings to $1.69 a 
share from $1.81 a year ago attributed to increased costs which have 
since been offset by price increases. Earnings for full year, ending October 
31, estimated at $2.40 a share. A $132 million four-year expansion pro- 
gram will probably hold dividends to 35 cents quarterly. B# 

Mead Corp.: Has shown steady increase in both sales and earnings in 
recent years. Indicated 1956 earnings of $3.50 a share would compare 
with $3.15 in 1955, after giving effect to 100% stock dividend last June. B! 
Minnesota & Ont. Paper: Has shown gains in sales and earnings over the 
last four years. Estimate 1956 net income at $3.25 a share, up from $2.89 
in 1955, after adjusting for 2-for-1 split last February. Expansion program 
may hold dividend to present 35-cent quarterly rate. B! 


Oxford Paper: Higher sales and earnings reflect benefits from modernized 
and expanded facilities. 1956 net income expected to top $5 a share. Might 
pay year-end extra, supplementing regular 40-cent quarterly payment. B! 
Rayonier: Completion of new Jesup mill and acquisition of a pulp producer 
has broadened sales and earnings base. Current year’s earnings expected 
to be moderately above 1955’s $2.87 a share, again providing good cov- 
erage for $1.40 annual dividend. 8B! 








Ratings: A—Best grade. 

B—Good grade. 
C—Speculative. 
D—Unattractive. 


3—Lower earnings trend. 


1—9 months ended July 31. 


1—Improved earnings trend. 
2—Sustained earnings trend. 


~—Plus stock. 
St. Regis Paper: Continues its vigorous expansion by increasing facilities 
and through acquisitions. 1956 earnings expected to equal $3.60 a share, | 
compared with $2.95 last year. Recently increased quarterly dividend from | 
45 to 50 cents. B! | 
Scott Paper: This leading manufacturer of sanitary and household paper | 
products sold under well-known brand names continues to diversify and 
expand. Indicated earnings of $2.90 a share for 1956 would compare with 
$2.65 last year. Broad expansion plans requiring substantial capital out- 
lays will probably hold dividend to 45 cents quarterly. A! 
Sutherland Paper: A foremost producer of folding-paper cartons, having 
diversification through production of a number of paperboard specialties. 
Sharp rise in earnings indicated this year, possibly reaching $3.90 a 
share. B! 
Union Bag-Camp Paper: Formerly Union Bag & Paper. New name adopted 
upon merger of Camp Manufacturing Co., which provided entry into the 
rapidly growing bleached kraft paper field. Plans further expansion. B! 
West Va. Pulp & Paper: Earnings in current fiscal year, ending October 31, 
expected to equal $3.50 a share, compared with $3.08 last year. Is carrying 
out a $100 million capital program scheduled for completion in 1960. A! 

















supermarket and its packaged goods, the paper milk 
container, the roadside stands and their paper con- 
tainers, the picnics that absorb large quantities of 
paper and the new uses for paper, in such industries 
as building—all of these tend to encourage the trade. 


This Time He Could Be Right 


A look backward over the past decade also tends 
to buoy the optimism of the industry. As an ex- 
ample, the paperboard people produced 8.5 million 
tons of their product in 1945. Demand mounted over 
the years until by 1955 the mills were turning out 
14.6 million tons. The 1956 figure will be about a 
million tons greater than last year’s to set yet an- 
other record. Since the industry already is heavily 
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committed to considerable expansion the outturn, 
by 1958, should be double the 1945 total. 

But this time Mr. Zellerbach could be right—at 
least for the short term. Paperboard production has 
begun to show signs of temporary indigestion. The 
backlog of this segment of the industry has dropped, 
until now it is less than two weeks of production. 
A year ago it was around three weeks of output. 
However, a two-week backlog is normal for the 
industry—only there has been little normalcy these 
past many years in the paper business. 

The paperboard people have cut back output and 
no substantial rebound is anticipated before 1957. 
In the first week of this month, paperboard produc- 
tion was 7.5% below the (Please turn to page 44) 
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By JOHN WELDON 


T hat old proverb about the “‘best laid plans of 
mice and men” undoubtedly had its origin long be- 
fore a public interest in the stock market developed, 
but its explanation of human behavior is especially 
applicable to problems encountered by investors. Op- 
timistic expectations expressed for individual stocks 
‘requently go astray for reasons that could not have 
been foreseen at the time of purchase. Thus it is that 
even in protracted bull markets it is not unusual to 
find numerous situations that prove disturbing to 
stockholders. In this brief outline of comments on a 
selected group of backward stocks, it may be noted 
that changing economic conditions find reflection in 
some instances more than in others. 

It may seem strange that in a year in which in- 
dustrial production has continued to mount and per- 
sonal income has climbed to a new high record, cer- 
tain groups of stocks have had difficulty in holding 
gains of earlier years. Yet one must remember that 
the automobile industry, for example, began to 
slacken its forward progress early in the 1956 sea- 
son. New models failed to “click” with the public as 
rapidly as in the 1955 model year. Manufacturers 
had based their production plans on expectation of 
continued high rate of sales. As new cars piled up 
in dealers’ showrooms, the industry began to curtail 
operations. As a result, competition became increas- 
ingly keen among parts suppliers. Thus it was that 
the less efficient companies had difficulty in keeping 
pace. 

Costs, Credit and Demand 


High production costs, stricter credit arrange- 
ments and a slower demand for new homes accounted 
for a gradual decline in residential construction this 
year. As a consquence, demand for building mate- 
rials eased slightly. Once again, competition con- 
tributed to narrowing of profit margins. Likewise in 
radio and television, as well as in certain other 
household appliances, public interest waned and man- 
ufacturers overestimated their potential market. In 
the farm-equipment industry, falling commodity 
prices exerted an unfavorable influence, for farmers 


SEPTEMBER 29, 1956 


refrain from purchasing new equipment when they 
feel “poor” or fear that their crops will fail to bring 
a satisfactory return. 

In the following paragraphs, brief discussions of 
problems encountered by representative companies 
in several industries are presented with the thought 
that the observations may help investors decide what 
action to take with respect to stocks which they may 
own. 


American Radiator & Standard Sanitary Corp.: A com- 
bination of rising manufacturing and distribution 
costs at a time when reduced demand for principal 
products was intensifying competition goes far to- 
ward explaining a gradual drift to lower levels in 
this stock. The cutback in residential construction 
appears to have retarded sales of plumbing fixtures 
and kitchen cabinets. Sales of air-conditioning equip- 
ment failed to expand as rapidly as had been hoped. 
On the basis of result in the first six months, it seems 
likely that earnings may fall short of the 1955 show- 
ing even though sales (with the benefit of the Mul- 
lins Manufacturing acquisition) may register an 
interesting gain. Net profit is being projected at about 
$1.65 to $1.75 a share, compared with $2.22 last year. 


Baldwin-Lima-Hamilton Corp.: The generally dis- 
couraging market behavior of this issue fails to pre- 
sent a fair picture of the company’s operating re- 
sults. As a matter of fact, the stock suddenly gained 
widespread popularity almost two years ago in an- 
ticipation of benefits that might accrue to the com- 
pany’s road-construction machinery division incident 
to legislation pending in Congress. Unconfirmed 
merger reports also gained circulation and these 
factors gave impetus to speculative buying which 
ballooned the shares to unwarranted heights. Subse- 
quently, quotations have gradually declined. In this 
period, the company has been booking increased 
orders and enlarging shipments. As a result, earn- 
ings appear to be showing encouraging improvement. 


Bohn Aluminum & Brass Corp.: Prospect of reduced 
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earnings this year undoubtedly has dampened sen- 
timent among holders of this speculative auto-parts 
company’s shares. Shipments of basic automotive 
supplies as original equipment are destined to reg- 
ister a substantial drop for 1956. Addition of the 
Betz Corp. last February may tend to sustain total 
sales volume, but expenses incident to the acquisition 
may be expected to restrict earnings. For the first six 
months net profit dropped more than 23%. Margins 
apparently suffered in the June quarter from a lower 
rate of output as well as from some pricing adjust- 
ments and increased operating costs. 


Budd Company: Although shares of this company 
have not declined seriously, they appear to have been 
sluggish for some time and have proved disappoint- 
ing in that they have failed to measure up to expec- 
tations. In fact, the rather generous return on a 
$1.40 dividend tends to cast some doubt on the stock’s 
investment status. Sales probably have been ad- 
versly affected by a cutback in passenger-car output, 
but increased volume in trailer bodies has helped 
sustain shipments. Inclusion of business generated 
by the acquisition of Continental Diamond Fibre 
properties also has been a plus factor. Some pres- 
sure on the stock may have emanated from holders 
of Continental Diamond who received Budd shares 
in exchange. Lower earnings are explained to some 
extent by increase in the common capitalization in- 
cident to the merger. 


Canada Dry Ginger Ale: Steadily mounting dis- 


tribution and promotional expenses account in large 
measure for restrictions on profit margins. Despite 
promising sales growth achieved through expansion 
in the chain of franchised bottlers and in wider use 
of vending machines, management has been con- 
fronted with recurrent increases in distribution ex- 
penses. Net profit for the fiscal year ending this 
month appears likely to fall short of the $1.72 a 
share for the preceding 12 months. 


Fairchild Engine & Airplane: Slackening of specula- 
tive interest in lower-priced stocks more than a yexr 
ago probably had much to do with the retreat in this 
issue from a high above 20 early last year. As a ma’- 
ter of fact, the decline could have been attributed to 
lower earnings which, in turn, traced to unusual 
expenses incident to a changeover in manufacturinz 
operations in the engine division. Introduction of a 
new design always is expensive. The market action 
was accentuated, however, by liquidation of specu- 
lative holdings that may have been sparked to som 
extent by unconfirmed merger reports a year agi 
Earnings seem destined to drop substantially fror 
the $1.41 a share of 1955. 


General Instrument: Keen competition in manufac 
ture of electronic components for radio and televi 
sion industry accounts for disappointing margin: 
achieved by this company in recent years. Rapidly 
changing conditions have necessitated aggressive 
development of improved products, contributing t« 
increased expenses. Non-recurring costs incurred in 


























eS 
————1955——— Ist 6 Months 

Net Per Div. Per Net Per Indic. Div. Price Range Recent Div. 

Share Share Share Per Share 1955-56 Price Yield 
American Radiator & S. S. $2.22 $1.34 $ .66 $1.40 2738-187 19 7.3% 
Baldwin Lima Hamilton ; ‘s 84 .60 36 40 242-1134 14 2.8 
Bohn Aluminum & Brass , 4.17 1.55 1.63 2.00 317%-20% 26 7.6 
INI 525 seh svadssaisiis . ; 3.34 1.25 1.45 1.40 23-155 18 7.7 
Canada Dry Ginger Ale sates 1.72 85 751 1.00 17%-1334 14 7.1 
Fairchild Engine & Airplane pupeccanents 1.41 554 22 25 2134-11 12 2.0 
General Instrument Corp. .... paste 21 .37'2 d.06 .50 13 - 7% 7M% 6.8 
Greyhound ....... ¥ aieake , as 1.18 1.00 25 1.00 172-1334 14 7.1 
Holland Furnace ... : ; 1.24 1.00 d.25 1.00 167-12 12 8.3 
Homestake Mining .... = .97 2.00 45 2.00 48 -32'% 33 6.0 
Industrial Rayon ..... ; 5.77 3.00 1.88 3.00 5834-3634 37 8.1 
Kress (S. H.) “ ee 3.81 3.00 97 2.00 552-3512 36 5.5 
Merritt, Chapman & Scott .... 2.00 2.00 1.19 1.004 2658-1832 19 5.2 
Motor Products . d3.733 _ d2.56° = 3834-20 37 -- 
New York Central : , 8.33 2.00 3.32 2.00 4912-3134 36 5.5 
Penn Texas Corp. .... nassees 57 1.30 81 354 227-1218 13 2.6 
RN oc cick cos suc nck say esaseaavcdcansaeciscaseoecnecaed 2.13 1.60 17 .80 4338-20'e 2012 3.4 
Rheem Corp. : ; asks 3.10 2.40 55 1.00° 4534-20 20 _ 
Stevens, J. P. 2.15 1.25 1.10 1.50 29 -2034 21 7.1 
Technicolor Corp. . : seis aeeeia 1.03 1.00 49 50 1638- 9% 9\2 5.2 
Texas Gulf Sulphur seseis = ; 3.23 2.00 1.47 2.00 4472-307 31 6.4 
Underwood Corp. .. aa Sauckenane 2.01 1.50 1.31 1.00 44 -27\2 27%2 3.6 
Westinghouse Electric aN : pray 2.46 2.00 d.76 2.00 8314-5112 56 3.5 
d—Deficit. °—Quarter ended May 31. 4—Plus stock. 
1—9 months ended June 30. 3—Year ended June 30. °—Directors 7-25-56 omitted dividend. 
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consolidating the Micamold Electronics concern im- 
posed a burden on this year’s earnings, and indica- 
tions point to little, if any, improvement in profits 
for the fiscal year ending next February. 


Greyhound Corp.: Shares of this nationally-known 
bus transportation system have fluctuated within a 
relatively narrow range. From the standpoint of the 
small investor the stock has proved disappointing in 
a measure by reason of its sluggishness in a period 
of booming industrial conditions. Earnings have sta- 
bilized at slightly more than $1 a share and have not 
come close to duplicating the 1946 record of $2.11 a 
share in a decade. Essentially high labor costs and 
heavy expenditures on new equipment designed to 
at‘ract long-distance riders have exerted a restric- 
tive influence on margins. The venture into the “‘rent- 
a-car”’ business in competition with Hertz may offer 
hcpe of better results in years to come. 


Holland Furnace: Although a decline in new resi- 
dential construction has presented a handicap on 
sales expansion, replacement demand appears to 
hive held up well in domestic furnaces. Nevertheless 
keen competition in house-heating and relatively 
high labor costs tend to restrict margins. Net profit 
may fall below the indicated $1 annual dividend 
requirement, compared with $1.24 a share for 1955, 
and this showing would tend to raise doubts over 
continuance of payments at the 25-cent quarterly rate. 


Homestake Mining: Shares of gold-mining compa- 
nies have fared best in depression periods. Booming 
industrial conditions, tending to boost labor costs, 
impose a handicap. Homestake has endeavored to 
combat this trend with introduction of mechaniza- 
tion, but earnings before depletion allowances have 
barely covered dividend requirements in recent 
years. Progress in development of uranium proper- 
ties held promise for improvement, but progress in 
this direction has been below earlier optimistic 
projections. Limited growth potentials appear to 
account for lack of speculative interest. Maintenance 
of a liberal dividend seems likely. 


Industrial Rayon: Reactionary tendencies in shares 
of this leading producer of synthetic textiles have 
persisted for a year and a half in reflecting uneasi- 
ness over possible effects of foreign competition and 
excessive domestic productive capacity. Pessimism 
over the outlook for this particular company prob- 
ably has been accentuated this year by reason of the 
sharp drop in original-equipment tires to automotive 
manufacturers. Industrial Rayon is a leading source 
of tire yarns. Non-recurring expenses in the June 
quarter in connection with a change in equipment 
accounted in part for a sharp decline in earnings. 
Net profit for the year may barely cover the $3 divi- 
dend requirement. 


S. H. Kress & Company: Rising operating costs and 
merchandising problems stemming from competition 
from supermarkets have posed a problem for variety 
chain-store operations. In recognition of the need for 
undertaking a modernization program and a re- 
vamping of retail methods, directors of this company 
recently reduced the quarterly dividend to 50 cents 
from 75 cents, accounting for a sharp drop in quota- 
tions for the shares. Skepticism over growth pros- 
pects for the industry has posed a restraining force 
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on the stock for some time. A drop in sales in the 
first six months and a slight decline in earnings 
raised doubt over coverage of the $3 rate. On the 
$2 dividend basis, the return is somewhat below 
average for the variety-chain group. 


Merritt-Chapman & Scott: Slackening in speculative 
activity in the last year and a half undoubtedly con- 
tributed to gradual settlement of this company’s 
shares at a lower price level, for the stock had ap- 
pealed largely to traders interested in capital gains 
through mergers and like developments. Operating 
results of principal subsidiaries have been well sus- 
tained in general. Gross revenues climbed by more 
than 23% in the first six months and net income rose 
by almost 80% in the same period. Results for the 
full year may show moderate improvement over the 
1955 net of $2 a share. Reduction in the cash divi- 
dend to 25 cents quarterly from 50 cents and insti- 
tution of a stock dividend accounted for some pres- 
sure on the stock earlier in the year. 


Motor Products: Uncertainty over what this com- 
pany may do now that it is withdrawing from the 
automotive field may contribute to some doubts over 
its future among investors. The fact that the shares 
have climbed over the last two years since dividends 
were discontinued suggests that purchasers may 
have been counting on some form of return of capi- 
tal in a partial liquidation. Earnings have declined 
in reflecting curtailment of manufacturing activities. 
A projection on future prospects is difficult at the 
moment. 


New York Central: Although Central has made 
steady progress in meeting the challenge from other 
forms of transportation, shares have been drifting 
slightly lower over the last year. This may be due to 
profit-taking on the part of those who purchased at 
the time the Young group obtained control, or to 
doubts over achievement of further gains in oper- 
ating economies. The proposal for sale of passenger 
stations points to benefits in the future. Institution 
of a higher dividend, if conditions warrant, could 
revive speculative interest. 


Penn-Texas Corp.: Contraction in speculative trad- 
ing and a slowdown in this company’s expansion 
program probably explain in a large measure the 
retracement of ground gained since early 1954. The 
stock appeared to have been depressed early this year 
by liquidation from investors who had received 
shares in exchange for stock of companies taken over 
by Penn-Texas. Uneasiness over earnings prospects 
for this year also contributed to selling, especially 
after directors substituted a stock dividend for cash 
payments last May. Issuance of stock for acquisi- 
tions contributed to dilution of earnings. Management 
appears to have embarked upon a period of consoli- 
dation of previous acquisitions. 


Philco Corp.: Keen competition in household appli- 
ances and rising labor costs account largely for the 
disappointing showing of this leading factor in radio 
and television this year. With manufacturing opera- 
tions centered in a high-cost area, management has 
encountered problems in endeavoring to meet com- 
petition. Efforts have been made to diversify prod- 
ucts through introduction of home-laundry equip- 
ment, as well as popular (Please turn to page 44) 
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3 BUOYANT 
COAL STOCKS 


By JOHN WADE 


ees a resurgence in the demand for bitumi- 
nous coal. To match the steadily increasing domestic 
and overseas requirements with productive capacity, 
leading commercial bituminous coal producers are 
proceeding with plans to spend up to $1.5 billion be- 
tween now and 1960, for new equipment and facilities. 
This five-year program is regarded by the industry 
as but the first phase of expansion that will be neces- 
sary over the subsequent 15 years if it is going to be 
able to boost production to at least a billion tons 
annually to keep pace with our own and the Free 
World’s increasing energy needs. 

This calculation of a billion tons consumption by 
1975 may prove conservative, considering the grow- 
ing need of the expanding steel industry for metal- 
lurgical coal, the trend toward larger steam-generat- 
ing plants in the electric-utility field, and the growing 
cement and chemical industries. In addition, coal- 
hungry Western Europe has made the U. S. a coal- 
exporting country. At Hampton Roads ports, despite 
increased pier facilities which are being operated 
round-the-clock, ships have to await turns to load 
coal destined for foreign ports. This year, it is ex- 
pected that over 40 million tons will be shipped to 
help meet Western Europe’s needs. 

Meanwhile, the bituminous coal producers, through 
new techniques involving, for instance, greater mine 
mechanization, are increasing production and cutting 
costs. Looking further ahead, there are the potentials 
of coal as a source of chemicals, as well as pipeline 
gas and liquid fuels from the mine product. 

Herewith, are brief analyses of three of the fore- 
most bituminous coal producers which we regard as 
attractive to the investor interested in issues having 
long-term growth potentials. 
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ISLAND CREEK COAL CO. 


BUSINESS: A leading producer of metallurgical and other high-grode 
bituminous coal marketed, together with output of other producers, by a 
wholly-owned sales subsidiary. Holds extensive acreages in Virginia, West 
Virginia and Kentucky in which coal reserves are put at 605 million tos. 
Also has a number of producing crude oil and natural gas wells, developed 
as a joint operation with Columbian Carbon Co. Other properties include a 
river transportation system, dock facilities, a liquid petroleum gas distrib. t- 
ing subsidiary and a number of retail stores. 


OUTLOOK: Island Creek Coal has expanded its coal-land holdings and pr>- 
duction by the acquisition in mid-1955 of the Pond Creek Pocahontas Cc., 
and at the beginning of this year the Red Jacket Coal Corp., the mines of 
the latter being contiguous to some of the Island Creek operations, making 
possible unified and close production supervision. Last year, without benefit 
of Red Jacket operations, coal production reached 10,224,942 tons, up 27° 

from the previous year while total income, including rentals and royalties, 
etc., increased by 41%, reaching $79.8 million. Aided by improved coc! 
prices in effect in the final six months, net income for the 1,896,391 outstanc 

ing shares of common stock increased 117%, or from $1.43 a share for 1954 
to $3.17 last year. This uptrend in production, sales and earnings continue 

through the first half of 1956, in which total income increased by $19.6 
million, or 53.2% to $56.4 million and net income for the 2,146,391 commo 

shares, reflecting issuance of 250,000 shares in partial payment for the Re 

Jacket properties, amounted to $1.83 a share, up from $1.16, on the sam« 
basis, in like 1955 period. The outlook is for a continuance of the uptrend 
net income for the current year being estimated in excess of $4 a share 
compared with $2.80 for 1955 on the current outstanding common stock. 


DIVIDENDS: Has paid dividends in every year since 1912. Currently i 
paying 50 cents quarterly, which could be increased or supplemented by 
extra in stock. 


PRICE RANGE: Recent price of 485s compares with 1955-56 price range o 
High—54, Low—20'. At present price, yield is 4.1%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1946 1955 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 7,511 $ 10,893 +$ 3,382 
Receivables, Net 2,440 11,977 + 9,537 
Inventories 2,085 5,961 + 3,876 
TOTAL CURRENT ASSETS 12,036 28,831 +- 16,795 
Net Property 12,350 27,505 + 15,155 
Investments & Other Assets 1,670 790 880 
Deferred Charges 331 1,424 + 1,093 
TOTAL ASSETS $ 26,387 $ 58,550 $ 32,163 
LIABILITIES 
Accounts & Drafts Payable $ 1,457 $ 4,931 +$ 3,474 
Accr. Payrolls, Taxes, Int., etc. 583 1,748 + 1,165 
Fed. Inc. Tax Reserve 561 2,357 + 1,796 
TOTAL CURRENT LIABILITIES 2,601 9,036 t 6,435 
Other Liabilities 114 474 : 360 
Reserves 750 = — 750 
Preferred Stock 025 025 
Common Stock 594 948 - 354 
Surplus 22,303 48,067 -+- 25,764 
TOTAL LIABILITIES $ 26,387 $ 58,550 $ 32,163 
WORKING CAPITAL $ 9,435 $ 19,795 +$ 10,360 


CURRENT RATIO 4.6 3.2 — 1.4 
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*Plus stock dividend 

n-grode PITTSBURGH CONSOLIDATION COAL CO. THE PITTSTON COMPANY 
2 a . BUSINESS: Ranks as the largest commercial bituminous coal operator, pro- BUSINESS: Through bituminous coal subsidiaries, including the approxi- 
ate dicing steam and metallurgical grades. Holds extensive acreages with re- mately 58% owned Clinchfield Coal Co., Pittston is a large producer of 
slop d serves put at 2.17 billion tons. Properties also include extensive marine steam and metallurgical grades of coal. Natural gas from 63 producing wells 
hale transportation facilities, Great Lakes docks, and modern coal-processing so far completed on Clinchfield property flowed under open test at 92 million 
stribu'- pants. Through a wholly-owned subsidiary, has entered the chemical field cf per day. Other Pittston subsidiaries operate as distributors of coal and 

ond, jointly with Freeport Sulphur Co., owns the National Potash Co., petroleum products, and others operate marine transportation systems, ter- 

scheduled to go into production in 1957. minals, warehouses, or trucking, the latter largely through U. S. Trucking 
id pro- Corp. Also holds about 22% interest in Brink’s, Inc. 
7 Ce., CURSOR: Gusting Se gan decade, Pittcbergh Consstidetion hes moved OUTLOOK: Pittston, because of its varied interests, is a diversified holding 
ines of steadily ahead in developing coal reserves, increasing operating efficiency of penis Sub ange his is its 19 d of § $2 

i mines and processin lants. In the 10 years to the end of 1955, durin a eee oe h 35 Or re $205.7 

naking ee pe gee te a "9 million, to which all products business contributed 67%, coal 27% and 
benefit which it has paid out a total of $54.5 million in dividends on its capital trans ortation 5% with miscellaneous operations makn . the balance of 
» 27% stock, it has made capital expenditures for additional coal reserves, mine 1% Cool accede eens te Seaieils pele ai aids aici yr sto he for 41% 
yalties, mechanization, plant modernization, and for other capital investments, a ae the $3.1 million total raat by 32% from raat iatins pie 25% 
d coc! total of $127 million. In the same time, long-term debt was cut from 1949 from oil soutieate sales ‘ihaiianennn contributed 2%, brin ing 1955 net 
Istanc peak of $21.2 million to $8.6 million while $55.2 million was added to neue a ae ton alate ak cn tn See yt in ne 
1954 vorking capital. Funds for these purposes were derived from 10-year earn- This year alien daumne of income ‘will be throug h the sale ef seeaak as 
tinued ings from operations, depreciation and depletion, and proceeds from wilds started last February to Equitable Gas S ie under a 21-year bt 
$19.6 ale of properties, less amounts from the latter source that were re-invested. sunanh: Gis de. “eeawn aie Ae rec “ billion cf sites een 
mmo Last year, total income from sales of coal and other goods and services, etc., f acti  . prt yt f ight d | d “te b y 
ie Red otaled $170.4 million, producing net income of $14.1 million, equal to $2.15 pele vases Pr ee : ap at, sce semcdibeist ypnlle br omageteor eile om 


explored. Reflecting this new business and increased coal sales, earnings for 
1956 should show a sharp gain over the previous year, reaching, on con- 
servative estimate, $5.25 a share. In addition to the earning power behind 
the common stock is Pittston’s strong position in the bituminous field, high- 
lighted by the fact that out of an estimated reserve of about a billion tons, 


same 1 share, compared with the previous year’s net income of $11.1 million, or 
trend $1.72 a share, after giving effect to the 1956 3-for-1 stock split. Indications 
share point to a continued uptrend. For the 1956 first half net sales, etc., of $96.7 
“k. million were 25.9% above those of the like period of 1955 with net income 
increasing to $6 million, equal to 93 cents a share, up from $4.8 million, 


itly i . 4 i / , it has about 300 million tons of high grade metallurgical coal, essential to 
« fa or 76 cents a share, a year ago, a gain of 22.3% on a per-share basis. ie teak toatiins of tn Gees Cel. 
DIVIDENDS: The present company, formed by a consolidation in 1946, has DIVIDENDS: Cash payments, increased to 30 cents quarterly at the begin- 
f paid dividend since that time. Currently, 30 cents quarterly is being paid ning of this year, have been supplemented in the past two years by 5% 
ge © y q y gP g y P y 
on the stock. extra in stock. 
MARKET RANGE: Recent price of 42'2 compares with 1955-56 price range a ig a Sige of hg 7 prey a ee + 
of High—47'%2, Low—32'2. At current price, the yield is 2.8%. ene Sane Se RT Ga Sree ey Seen See wn! memes 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
ange December 31 
er 1946 1955 Ch 
_— 1946 1955 Change — 
’ m ASSETS (000 omitted) 
9,537 ASSETS ardpaerncenad Cash & Marketable Securiti $ 47 14,461 9,70 
3/876 Cash & Marketable Securities TT oe, ee ee lee can 60 seas «OC eae 
16,795 Receivables, Net 17,594 24,017 + 6423 4 totes 2011 14.455 . 12/444 
5 008 Inventories & Supplies 17,856 17,334 SS Seenetd Seem “en ‘782 «S782 
"880 TOTAL CURRENT ASSETS 68,889 101,595 32,706 TOTAL CURRENT ASSETS 12,308 64,576 +- 52,268 
1,093 Net Property 52,727 99,158 46,431 Net Property 23,469 52,643 29,174 
2,163 agg oe & Advances, etc 5,942 26,506 20,564 Investments 1,406 828 578 
her Assets 575 799 | 2,224 Other Assets 3,008 3,411 + 403 
TOTAL ASSETS $128,133 $230,058 $101,925 TOTAL ASSETS $40,191 = $121,458 = + $ 81,267 
ry LIABILITIES LIABILITIES 
Notes & Debt Due $ 5,221 $ 187 ,034 Debt Due $ 356 = $ 15,901 $ 15,545 
1,796 Accoun!s Payable 8,147 9,420 \ $ - Accounts Payable 3,049 27,150 24,101 
6,435 Accruals 3,729 3,742 013 Accruals 1,617 4,301 2,684 
4 income Tax Reserve a — 880 TOTAL CURRENT LIABILITIES i368 49'643 43,278 
50 
50 TOTAL CURRENT LIABILITIES 18,986 16,118 — 2,868 Osher Liabilities 10/063 12'477 2/414 
354 Other Liabilities 1,833 4,846 3,013 Reserves 2,102 769 1,333 
5,764 Reserves 3,395 5,666 2,271 Long Term Debt 10,509 21,499 10,990 
2.163 Long Term Debt 18,303 8,647 9,656 Preferred Stock _ 2,887 2,887 
’ Common Stock 2,120 2,161 041 Common Stock 586 814 22 
0,360 Surplus lees 83,496 192,620 109,124 Surplus 10,563 33,369 22,806 
1.4 TOTAL LIABILITIES ... $128,133 $230,058 +$101,925 TOTAL LIABILITIES $ 40,191 $121,458 $ 81,267 
WORKING CAPITAL weoeas $ 49,903 $ 85,477 +$ 35,574 WORKING CAPITAL . $ 5,940 $ 14,933 $ 8,993 
CURRENT RATIO .............. ‘ 3.6 6.3 + 2.7 CURRENT RATIO 2.0 1.3 - 7 
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Strong 


Stocks showing exceptional 
strength in a soft market in re- 
cent trading sessions up to this 
writing include: U.S. Steel, Alle 
gheny Ludlum Steel, Bethlehem 
Steel, Chance Vought Aircraft, 
Grace, Martin, Republic Steel, 
West Indies Sugar, American 
Machine & Foundry, Douglas Air- 
craft, Emerson Electric, Laclede 
Gas, Louisville Gas & Electric, 
National Distillers, Thompson 
Products, Pfizer, U. S. Smelting, 
Western Air Lines, Wheeling 
Steel, Harbison-Walker and 
Youngstown Sheet & Tube. 


Soft 


Here are a few of the more 
numerous stocks now behaving 
substantially worse than the gen- 
eral market: American Radiator, 
American Viscose, Industrial 
Rayon, Beaunit Mills, Champion 
Paper, Colgate, Coca-Cola, General 
Bronze, General Tire, Glidden, 
Lorillard, Monsanto Chemical, 
Murray, National Biscuit, Nation- 
al Tea, Radio Corp., Stevens, Un- 
derwood, United Biscuit and 
United Fruit. 


Groups 


Stock groups performing better 
than the market at this writing 
are: Automobiles, auto parts, cop- 
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per, drugs, dairy products, ma- 
chinery, rail equipments, food 
stores, natural gas, electric utili- 
ties, bank stocks, steel and tobac- 
co. Some currently softer than the 
market are: aluminum, building 
materials, chemicals, farm ma- 
chinery, office machines, oils, pa- 
per, soft drinks, variety chains, 
rayon and shoe stocks. 


Steels 


Steel prospects are good for 
some time to come. The stocks 
tend to move together. United 
States Steel should do about as 
well as any on any further move. 
It is not cheap, or extremely high, 
around the vicinity of 10 times 
1956 earnings probably between 
$6.50 and $7 a share, on a $2.60 
dividend which might go to $3 in 





ror PROFIT ann INCOME 


no great time. Current price o 
69, however, is a new all-tim: 
high. Conceding that some fur 
ther advance seems likely, cai 
buying be opportune with the 
stock over double its 1955 low and 
over triple the lows made in eacl 
of the years 1954-1951? 


Pfizer 


Previously recommended here 
at lower levels, Pfizer recently ran 
up to a new high above 50, on big 
volume, in a soft market. The 
spurt followed announcement that 
the company had developed and 
would soon market a new “multi- 
spectrum” antibiotic drug which 
clinical tests showed to be more 
effective against a wider range of 
disease bacteria than any other 
drug. It is uncertain how much 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 




















1955 1956 
Froedtert Corp. Year July 31 $1.73 $1.41 
Compo Shoe Machinery 6 mos. June 30 -54 42 } 
Baldwin Rubber Co. . . Year June 30 2.28 1.70 
Manati Sugar Co. . . Year June 30 .62 +25 
Consolidated Foods .... Year June 30 1.77 1.54 
Celotex Corp. 9 mos. July 31 4.97 3.50 
Chesapeake & Ohio Rwy. 8 mos. Aug. 31 5.20 4.62 
Chickasha Cotton Oil . . Year June 30 2.02 1.35 
Oklahoma Natural Gas 12 mos. July 31 2.21 1.76 
Spencer Chemical Co. . Year June 30 4.73 4.04 | 
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it might contribute to earnings, 
which are estimated in the vicin- 
ity of a record $3.70 a share for 
1956, but it probably figures to be 
a moderate profit-maker rather 
than any bonanza. We recom- 
mended the stock because it was 
undervalued relative to most other 
ethical drug stocks. It is less so 
now, but could go still higher over 
a period of time. Present advice: 
Retain holdings, consider new 
buying only on dips. 


Solar Aircraft 


The aircraft group continues to 
perform well, in line with pros- 
pects for good earnings for an 
extended time to come. Solar Air- 
craft, now around 2214, offers 
speculative possibilities. The com- 
pany is the leading producer of a 
number of heat-resistant parts 
for aircraft engines. Other prod- 
ucts include small gas turbines, 
parts for guided missiles and 
rockets, airframe parts, ceramic 
coatings for metals, automatic 
welding machines and other spe- 
cial machinery. As of April 30, 
order backlog was around $75 
million, over double that of a 
year earlier. It is, no doubt, high- 
er now. Large tooling and change- 
over costs cut earnings to $1.82 a 
share for the fiscal year ended 
April 30, from $3.03 in the prior 
year. A sharp gain in current- 
year sales and earnings is indi- 
cated. The latter could exceed $3 
a share. Dividends are on a $1 
basis. 


Coal Railroads 


Bituminous coal has been trans- 
formed from an ailing to a robust 
industry by (1) the huge expan- 
sion of the electric utility, steel 
and other coal-consuming indus- 
tries; and (2) by large exports to 
European countries which do not 
have enough domestic coal to 
meet largely increased industrial 
and utility needs. Prime benefi- 
ciaries of booming coal movement 


are the three Pocahontas rail- 
roads: Chesapeake & Ohio, Nor- 
folk & Western and Virginian 
Railway. Coal provided over 52% 
of 1955 C. & O. revenue. Earnings 
this year will be in the vicinity 
of $8 a share, a new all-time rec- 
ord, against 1955’s $7.25. The div- 
idend is $3.50. Payments have 
been continuous since 1922. The 
stock is now at 62, yielding close 
to 5.6%. Norfolk & Western’s 
1955 gross was about 63% from 
coal. Its 1956 net should be close 
to $8, up from 1955’s $6.71 and a 
new peak. Continuous since 1901, 
dividends are now on a regular 
$3 basis, and the year-end extra 
last year was 75 cents. If it is re- 
peated, the stock yields 5% at 70. 
Virginian derived close to 83% of 
1955 gross revenue from coal. 
Profit this year should be between 
$8.50 and $9 a share, a new rec- 
ord, up from last year’s $7.12. 
The dividend is $3, with a year- 
end extra possible. Payments have 
been continuous only since 1935. 
The stock is around 66, yielding 
about 4.5% on the regular divi- 
dend. All three issues are down 
moderately from their highs, but 
meeting much better support 
than the general rail group, as 
they should continue to do in view 
of their earnings trend. Our pref- 
erence is for C. & O. Semi-invest- 
ment purchases should work out 
well over a period of time, though 
the stock could react further. 


A Buy 


At this writing Outboard Mar- 
ine, repeatedly recommended here 
at lower levels, has reacted from 
high of 6434, to 58, or little over 
12 times estimated record current- 
year earnings close to $5 a share, 
up from the prior year’s $3.68. 
With further good profit growth 
ahead, the valuation is moderate. 
The stock is suitable for longer- 
range buying around 58 or on any 
further moderate dip. Should it 
be appreciably higher by the time 











Allied Stores Corp. 
Great Northern Rwy. 
Atlas Plywood Corp. 
Illinois Central R.R. 
New York Central R.R. 
Lerner Stores Corp. 
Grant Co., W.T. 
Marathon Corp. 
International Harvester 
Minute Maid Corp. . 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1955 1956 

Quar. July 31 $ .45 $ .56 
8 mos. Aug. 31 2.94 3.12 
Year June 30 15 -90 

. 8 mos. Aug. 31 4.85 5.28 
8 mos. Aug. 31 4.08 5.31 
6 mos. July 31 mR} 72 
6 mos. July 31 40 58 

.. Quar. July 31 -66 71 
. Quar. July 31 -62 1.18 
.. Quar. July 29 50 1.04 
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this comment reaches you, defer 
buying and wait for a later dip. 


Autos 


The Big Three automobile 
stocks have evidently put their 
1956 lows behind. Rising sales and 
better profits will be in their 
favor at least into the forepart of 
1957. New models will stimulate 
retail sales, compared with this 
year’s reduced volume. By how 
much so is, of course, guesswork 
now. Our tentative view is that 
1957 sales and earnings could well 
be roughly midway between this 
year’s and the 1955 boom figures. 
General Motors is, of course, the 
best stock for long-term invest- 
ment holdings. Swings are wider 
in Ford and Chrysler, with Chrys- 
ler the more risky of the two. At 
this writing Ford is around 59, 
perhaps 10 or less times potential 
1957 earnings, yielding 4.1% ona 
$2.40 dividend which could pos- 
sibly be increased in 1957 if 
things go well. The stock is be- 
lieved subject to improvement in 
market position. 


Retailing 


The department-store stock 
group continues to hover no great 
distance above its lowest 1956 
level, which was some 13% under 
the 1955 all-time high. Sales this 
year may be 3% to 4% above last 
year’s. The trend of consumer in- 
come should mean a fairly good 
showing in the autumn and 
Christmas seasons, which account 
for the decisive part of annual 
earnings. Profits for the first half 
made an indifferent showing, 
some up moderately, some down 
moderately. Due to intense com- 
petition and expense-control prob- 
lems, we are not keen about the 
stocks; but we would not give up 
on them here. They should rally 
somewhere between now and the 
year-end, providing opportunity 
to reduce or get out of disappoint- 
ing holdings. If they do not rally, 
with consumer income and spend- 
ing at record levels, we would be- 
come still more leery of them. 


Variety Stores 

Earnings of variety stores will 
be moderately higher this year, 
and the best in several years; but 
the stocks remain in the invest- 
ment “doghouse.” The group has 
not been able to get back any- 
where near its 1929 top in any 
subsequent bull market. Its most 
recent major high, attained in 

(Please turn to page 48) 
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Business 
Trend 
Forecaster 
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Wi the many revolutionary changes in vur economy, 
it must be clear that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
cately forecast developing business trends. Therefore you will 
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*—Seasonally adjusted except stock and commodity prices. 
(a)—3 month moving average. 
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ACTIVITY 


Industrial Production 
(FRB INDEX 1947-1949-100) 


SCALE AT vert 


FORECASTER 


SCALE AT RIGHT 


THE 


STRENGTH MEASUREMENT 


be greatly interested in the newly devised Trend Forecaster, 
developed over a period of several years, which employs those 
indicators which we have found to most accurately project 
coming trends in business. 


We use the indicators (Components of Trend Forecaster) 
which are in this class and have been selected by us as the basis 
for the Trend Forecaster above. When the Forecaster changes 
its direction up or down a corresponding change in our economy 
may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our new Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of The Forecaster 


Latest figures for components of the Trend Forecaster 
continue to indicate a very mixed business outlook. New 
incorporations, industrial commodity prices and housing starts 
have recently been recovering, and two other series — new 
orders in durables industries and average hours worked— 
may have passed a trough during the summer. But business 
failures, and non-residential construction contracts appear 
still to be in a declining phase while stock prices have been 
dropping since mid-August. 

In June, the Relative Strength Measurement continued 
to run between minus two and minus three, as it has been 
doing virtually throughout 1956. Preliminary indications for 
more recent months, however, suggest that this measure has 
begun to rise. The Trend Forecaster itself, while still de- 
clining in the second quarter, has not accelerated; in the third 
quarter, it is apparently beginning to level out. All of these 
trends are consistent with a mild and largely artificial post- 
strike advance of business, to be followed by further diffi- 
culties after the artificial stimuli are exhausted. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Total production activity is back to the 
level preceding the steel strike, and still gaining 
slowly. A somewhat faster gain is in prospect for the 
last quarter, as auto production climbs out of the 
trough of model-changeovers. 


TRADE — Retail volume continues very strong, par- 
ticularly in soft goods. Further gains in dollar sales of 
soft goods lie ahead, and hard-goods volume should 
recover moderately from here to year-end. 


MONEY AND CREDIT — Marginal borrowers have 
been pushed to the wall by credit stringency and the 
highest rates in twenty years. Government-guaran- 
teed mortgages are now selling at a discount of over 
$2 per $100 of face amount; good quality corporate 
bonds are being issued at prices to yield over 4%. 
The squeeze is now general — country banks, as well 
as the large metropolitan institutions, are affected — 
« condition that is likely to continue to year-end. 


COMMODITIES — The uptrend in the general price 
level that began after the steel strike, has slowed, 
but it has not stopped. Price increases of the last eight 
weeks are now being tested in markets. Still no 
prospect of general inflation from here into early 
1957. 
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MONEY AND BANK CREDIT 
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As the third quarter nears an end, the broad 
trend of business activity is still tilted slightly upward. 
Credit for this upward tilt is owing to two principal sectors: 
retail trade, and business demand for plant and equipment. 
By all appearances, the hesitancies of the summer have 
not done much to alter the spending habits of consumers, 
or the expansion plans of business. This despite the fact 
that the credit to finance both consumer purchases and 
business capital outlays is now hard to come by, and, 
when found, very expensive indeed. 


The present strength of the business trend is ad- 
mittedly broad, and as the fall begins it is hard to find 
near-term weaknesses in the business outlook. To cap the 
optimism, even housing starts, a notable laggard among 
1956 trends, inched up a bit in August. Automobile 
production, the other serious disappointment of 1956, 
is already in the sudden and calculated doldrums of model 
changeover, and the production rate will certainly climb 
vigorously in a few weeks. 


This is a time of year when the kind of optimistic news 
summarized above has a special importance, for corpora- 
tions throughout the land are now beginning their budget 
and forecast planning for 1957. It is therefore essential 
to note now that the strength in present business 
news is not a strength of long duration. While busi- 
ness will doubtless be very good throughout the crucial 
budgeting period that lies ahead, it remains true that 
this is a mature boom by many reliable, time-tested stand- 
ards. It is mature in terms of the tremendous credit exten- 
sion required to bring business to its present level; it is 
mature in terms of colossal volume of new capacity now 
going on stream every day; it is mature in terms of the 


(Please turn to following page) 
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THE MONTHLY TREND | unis | Month Month Month ‘Ago 

INDUSTRIAL PRODUCTION* (FRB) — | 1947-’9-100 Aug. 141 136 140 
Durable Goods Mfr. 1947-’'9-100 Aug. 159 148 158 
Nondurable Goods Mfr 1947-'9-100 Aug. 127 127 125 
Mining 1947-'9-100 Aug. 128 122 121 

RETAIL SALES* $ Billions July 16.0 16.0 15.5 

Durable Goods. $ Billions July ss 5.5 5.6 

Nondurable Goods. $ Billions July 10.5 10.5 9.8 

Dep't Store Sales 1947-'9-100 July 128 124 125 

MANUFACTURERS’ 

New Orders—Total* $ Billions July 27.1 27.9 27.0 
Durable Goods $ Billions July 13.5 14.2 13.6 
Nondurable Goods $ Billions July 13.6 13.7 13.5 

Shipments* $ Billions July 26.1 27.7 26.7 
Durable Goods. $ Billions July 12.5 13.9 13.5 
Nondurable Goods ___ | $ Billions July 13.6 13.8 13.2 

BUSINESS INVENTORIES, END MO.* | $ Billions July 85.7 85.6 79.2 

Manufacturers’ $ Billions July 49.1 49.1 43.9 

Wholesalers’ $ Billions July 12.8 12.7 11.9 

Retailers’ $ Billions July 23.8 23.8 23.4 

Dept. Store Stocks 1947-'9-100 July 138 137 127 

CONSTRUCTION, TOTAL $ Billions Aug. 4.3 4.2 4.2 

Private ___ | $ Billions Aug. 2.8 2.8 2.9 
Residential $ Billions Aug. 1.4 1.4 1.6 
All Other. $ Billions Aug. 1.4 1.4 12 

Housing Starts*—a Thousands Aug. 1,110 1,070 1,346 

Contract Awards, Residential—b $ Millions Aug. 874 758 835 
All Other—b. $ Millions Aug. 1,195 1,391 1,060 

EMPLOYMENT 

Total Civilian Millions Aug. 66.8 66.7 65.0 

Non-Farm Millions Aug. 51.8 50.9 50.5 
Government. Millions Aug. 7.0 6.9 6.7 
Trait Millions Aug. 11.0 11.2 10.7 
Factory Millions Aug. 13.2 12.6 13.3 

Hours Worked Hours Aug. 40.3 40.0 40.6 

Hourly Earnings Dollars Aug. 1.98 1.97 1.88 

Weekly Earnings Dollars Aug. 79.79 78.80 76.33 
PERSONAL INCOME* $ Billions July 324.5 324.9 309.2 

Wages & Salaries. $ Billions July 224 225 215 

Proprietors’ Incomes $ Billions July 51 50 49 

Interest & Dividend $ Billions July 30 30 27 

Transfer Payment: $ Billions July 19 19 18 

Farm Income $ Billions July 15 15 15 

CONSUMER PRICES. 1947-'9-100 July 117.0 116.2 114.7 

Food 1947-'9-100 July 114.8 113.2 112.1 

Clothing 1947-'9-100 July 105.3 104.8 103.2 

Housing 1947-'9-100 July 121.8 121.4 119.9 

MONEY & CREDIT 

All Demand Deposits* $ Billi July 106.9 106.8 105.5 

Bank Debits*—g $ Billions July 78.3 76.5 70.1 

Business Loans Outstanding—c $ Billions July 28.6 28.8 23.5 

Instalment Credit Extended*_______| $ Billions July 3.1 3.0 3.1 

instalment Credit Repaid*_______| $ Billions July 3.0 2.8 2.6 

FEDERAL GOVERNMENT 

Budget Receipts —_—— | $ Billions July 3.5 11.6 2.8 

Budget Expenditures_ $ Billions July 5.5 6.8 5.4 

Defense Expenditures___....._____| $ Billions July 2.8 43 2.9 

Surplus (Def) cum from 7/1 $ Billions July (2.1) 1.8 (2.6) 











PRESENT POSITION AND OUTLOOK 


substantial inventories of consumer goods 
held by consumers themselves, as a resu!t 
of the buying splurge of 1955; it is ma- 
ture in terms of the ample (although not 
yet too excessive) level of inventories 
held by business. In the light of this mco- 
turity, a strong, sustained advance cf 
business from present levels is not 
probable — a conclusion which the MW5 
Trend Forecaster has been suggesting 
for several months. 





* * * 


GROSS NATIONAL PRODUCT—the toto 
value of the national output of good 
and services—has evidently risen furthe: 
in the third quarter, despite the stee 
strike losses in July and early August. Ir 
the second quarter this key figure—one 
that gets plenty of publicity in the busi 
ness press—was running at an annual 
rate of $408 billion. Third-quarter figures, 
which will not be out even in preliminary 
form until mid-October, will show a rise 
to about $411 billion (and a further 
rise in the fourth quarter is inevitable). 
Judged by this massive statistical aggre- 
gate, all’s well in the last half. But it’s 
worth noting that much of the rise is 
owing to higher prices, and to higher 
personal spending for services, rather 
than goods. 


* * 7 


CAPITAL GOODS—the September survey 
by the Department of Commerce and the 
Securities and Exchange Commission gives 
a first estimate of total business spending 
for plant and equipment for all of 1956. 
The figure is a whopping $35 billion, 
fully 25% above 1955. Even after taking 
account of the rise in the prices of plant 
and equipment, the gain would be about 
20%. Keeping that uptrend going in 
1957, however, is likely to be tough, to 
put it mildly. The rate of capital spending 
is currently pushing corporate resources 
to the limit, and forcing them to borrow 
at the very moment when borrowing is 
more costly than at any time since the 
early ‘thirties. Even perennial optimists 
now seem agreed that capital spending 
is nearing a plateau, if not a peak, 
and that its stimulus to general business 
will be dwindling at year-end. (How- 
ever, most machinery producers still have 
ample backlogs, and will certainly be 
working at capacity well into 1957.) 


* * * 


TEXTILES — the industry is one of the 
paradoxes of 1956. According to the 
textile cycle—a two-year pattern of great 
regularity—it should be heading for seri- 
ous recession. Instead, it seems to be in 
for a fine fourth quarter. Principal 
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TEMENT FOR THE NATIONAL ECONOMY 

20K QUARTERLY STA PRESENT POSITION AND OUTLOOK 
—— In Billions of Dollars—Seasonally Adjusted, at Annual Rates 

oor —_— 

— 1956 1955 

— SERIES ul 1 IV T} reasons: avid buying by consumers at 
mae Quarter Quarter Quarter Quarter apparel counters, automotive buying to 

1 not — ° 

omy GROSS NATIONAL PRODUCT__ 408.3 403.4 401.9 387.4 cover upholstery requirements for the 

ws Personal C pti 263.7 261.7 259.5 251.8 fourth quarter, and a stable, if not sensa- 

a Private Domestic Invest 64.2 63.1 65.1 60.2 tional, demand for furniture upholstery. 

e of Net Foreign Investment_—_——__— 17 “~ — — Assuming a good fal! apparel season, 
not Government Purchases. 78.7 78.5 78.1 76.2 : 

, ciel 46.1 46.4 472 463 which most analysts now assume, the tex- 
snd ‘ State & Local 32.6 32.1 30.9 29.9 tile industry could defy its historical cycle 
sting : 

PERSONAL INCOME 322.9 317.5 314.6 303.8 well into 1957. 
Tax & Nontax Payments———___ 38.1 37.3 36.3 35.3 * * * 
Disposable Income . ne a INDUSTRIAL PRODUCTION — the Fed- 
tote Consumption Expenditures ' . . . eral Reserve Board’s index of industrial 
Personal Saving—d 21.2 18.6 18.8 16.7 - . : 
Dod activity climbed to 141 in August, re- 
the: CORPORATE PRE-TAX PROFITS* porn 4 = 41.1 flecting the recovery of steel from its July 
stee Corporate Tames : = rd trough. It will doubtless climb further in 
Corporate Net Profit 21.5(f) 21.6 23.0 20.3 : ‘ 
t. Ir Dividend Payment 12.2 11.8 12.1 10.7 September, again mainly because of steel 
-one Retained Earnings. 9.3(f) 9.8 10.9 9.6 production (which averaged only about 
< . ‘aa 
_ PLANT & EQUIPMENT OUTLAYS__ 34.5 32.8 31.5 27.2 60% of capacity in August, and close to 
nual 100% of capacity in September). In Octo- 
res, THE WEEKLY TREND ber, the steel stimulus to the index will 
ary w@ a tlie Gates tome have a - _, — 
rise Unit Ending Week Week Ago tion will still be relatively low. But rom 
ther — November on, the figure should climb 
ale). MWS Business Activity Index* 1935-’9-100 Sept.8 282.3 283.1 273.3 steadily. As a measure of the dimensions 
gre- MWS Index—per capita* 1935-’9-100 Sept. 8 218.2 218.6 215.2 of the recovery, note that few analysts 
it’s Steel Production % of Capacity Sept. 1 100.1 98.7 95.7 put the figure above 147 in the spring 
e is ate é oo ree sana i A ag oo gg of 1957, mainly because a level any 
operbooar roduction ons ept. . * q 
oe lumber Production Thous. Board Ft. Sept.8 225 245 232 higher than — rw ed peed — 
er Electric Power Output*___ | 1947-'49-100 Sept.8 2077 2183 2019 tion substantially above demand, an 
Freight Carloading Th d Cars Sept.8 680 784 707 hence sharp inventory accumulation. If 
Engineering Constr. Awards. $ Millions Sept. 13 372 244 381 that forecast is correct, industrial activity 
| Department Store Sales__| 1947-’9-100 Sept.8 112 128 108 in the spring will be only about 3% 
vey Demand Deposits—c________| $ Billions Sept. 5 54.9 55.4 54.6 above its peak in late 1955: hardly a 
the Business Failures__. ..__ | Number Sept. 6 196 237 205 major new boom. 
ives - 
ling *—§ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
56 income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
a. Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
, 2 
ing THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ant % 
mail 1956 1956 
: No. of 1956 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low Sept.7 Sept.14 
in Issues (1925 Cl.—100) High Low Sept.7 Sept. 14 100 High Priced Stocks .............. 244.6 209.2 236.1 234.0 
to 300 Combined Average .......... 352.4 315.9 343.9 340.3 100 Low Priced Stocks .............. 411.1 378.9 399.2 395.2 
in 
ing 4 Agricultural Implements ....... 327.1 251.9 261.7 255.1 TI BI ncn nesnnsesnscasssesers 882.7 727.0 727.0 727.0 
— 3 Air Cond. (‘53 Cl.—100) ..... 113.8 988 1048 103.8 4 Investment Trusts ............ w 171.2 (150.8 157.1 *157.1 
‘Ow 9 Aircraft (‘27 Cl.—100) .......... 1339.7 1064.6 1339.7 1315.8 3 Liquor ('27 Cl.—100) ...... -- 1076.2 974.7 1045.8 1035.6 
. is 7 Airlines (‘27 Cl.—100) ........ 1117.4 939.9 960.8 939.91 9 Machinery ..................:000 - 490.0 3704 4745 463.0 
the 4 Aluminum (‘53 Cl.—100) ...... 566.7 337.1 529.7 518.6 3 Mail Order ...... <s eeu 186.6 195.4 193.2 
ists BD BI rnin ck ce vrsscicnencnseesss 172.3 147.2 164.4 161.3 4 Meat Packing ....:................... 170.7 127.7 147.8 142.5 
9 Automobile Accessories ........ 373.7 334.5 355.9 352.3 5 Metal Fabr. (‘53 Cl.—100) .... 213.2 183.3 205.7 202.0 
ng 6 Automobiles 0.0.0.0... 52.2 47.1 49.2 49.2 10 Metals, Miscellaneous ............ 464.9 404.7 4219 421.9 
ak, 4 Baking (‘26 Cl.—100) ........... 28.7 26.4 27.0 26.4L ~ | Re tees oe OS 1312.3 997.3 1165.3 1123.3 
ess 3 Business Machines 831.5 1135.5 1090.8 Be RII iccssascisscesesnnesnsercase 872.3 675.8 823.8 816.9 
we I a picsscncsssscsscass we : 556.5 604.4 592.4 21 Public Utilities ............ 264.0 246.4 256.4 253.9. 
4 Coal Mining ............ _ ‘ 19.2 22.0 22.5 7 Railroad Equipment .... hes 95.1 85.2 88.8 87.0 
a 4 Communications ................-.. . 100.7 103.9 102.8 20 Railroads oo... eeccccceeeeessseeeee 82.0 71.3 71.3 72.9 
be 9 Construction oo .....sssssssssesn 1123 137.6 134.0 3 Soft Drinks 544.8 460.1 465.4 460.11 
7 Containers ........... .. 853.7 731.7 807.9 807.9 12 Steel & Iron ... .. 361.8 283.8 358.7 361.8H 
7 Copper Mining 361.3 283.7 337.4 334.4 NE doinenicict . ~— 69.3 60.1 68.7 69.3H 
2 Dairy Products 122.3 111.7 115.2 115.2 Be I siccsccrnicactaniatassrantoninent 950.2 794.9 849.7 831.5 
he 6 Department Stores ................ 91.8 85.3 89.0 90.0 11 Television (‘27 Cl.—100) ...... 44.5 37.1 37.9 37.9 
he 5 Drugs-Eth. (‘53 Cl.—100) ...... 198.3 165.0 187.8 189.5 } — See 184.4 143.8 145.7 143.8L 
sat 6 Elec. Eqp. (‘53 Cl.—100) ...... 222.7 178.9 217.2 213.5 3 Tires & Rubber 201.0 169.9 186.4 184.5 
os 2 Finance Compani 613.7 542.2 583.9 560.0 2, _ REREEE RE Oeprreren 96.7 91.0 92.0 92.0 
hdl 6 Foed Brands ..............c0 301.6 284.0 292.8 286.9 DF WR FID: av inccnszconsnescesees 298.8 275.6 281.4 275.6L 
in Fe I I sscassesssacnscnmecsncen aw iene 157.6 172.1 173.7 15 Unclassif‘d (‘49 Cl—100) .... 164.2 144.8 162.7 161.2 
yal 
H—New High for 1956. L—New Low for 1956. 
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Trend of Commodities 





SPOT MARKETS — Leading commodities resumed their uptrend 
after Labor Day, with worsening of the Suez crisis and in- 
creased industrial production contributing to demand for raw 
materials. The Bureau of Labor Statistics’ index of 22 sensi- 
tive commodities rose 0.9% in the two weeks ending Sep- 
tember 13, to close at 91.8% of the 1947-1949 average, its 
highest level since April. All major components of the index 
were higher. Industrial raw materials added 2.0% and metals 
were up 2.5%. Raw foods managed a gain of 0.6% and 
textiles were 1.4% higher. 


FUTURES MARKETS — Futures were a mixed lot in the first 
two weeks of September. Wheat continued to advance and 
some of the imported commodities were higher, but many 


domestic futures tended to flatten out or recede a bit. The 
Dow-Jones Commodity Futures Index closed at 161.38 on 
September 14, up 0.59 point from the end of August. Decem. 
ber wheat added 4 cents in the period under review, to reach 
a new high for the life of the option and close near the top, 
Farmers are relying heavily on the Government’s support 
program to absorb their surplus wheat. Through August 15, 
entries of 1956 crop wheat into the loan amounted to 109 
million bushels, versus 48 million bushels for the correspond. 
ing 1955 period. The soil bank program will also be an im. 
portant factor in reducing 1957 crop acreage. The grain thus 
appears to be in a strong fundamental position. However. the 
swift price rise of recent weeks to a point above the loan level, 
makes the grain more vulnerable to temporary corrections. 
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BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec.6 
1947-49—100 Date Date Ago Ago 1941 

All Commodities Sept. 11 115.1 114.6 111.7 60.2 
Farm Products Sept. 11 90.1 88.7 89.3 51.0 
Non-Farm Products Sept.11 122.6 122.3 118.5 67.0 
22 Basic Commodities Sept. 13 91.8 90.6 89.8 53.0 
9 Foods Sept. 13 81.8 81.4 78.4 46.5 

13 Raw Ind‘l. Materials Sept. 13 99.3 97.4 98.6 58.3 
5 Metals Sept.13 127.2 124.4 120.4 54.6 

4 Textiles Sept. 13 80.7 79.5 79.0 563 








MWS SPOT PRICE INDEX 


14 RAW MATERIALS 
1923-1925 AVERAGE—100 


AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1956 §=1955 1953 1951 1945 1941 
High of Year 169.8 164.7 162.2 215.4 98.9 85.7 
Low of Year 163.1 153.6 147.9 176.4 96.7 74.3 
Close of Year 164.7. 152.1 180.8 98.5 83.5 








DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
| 1956 1955 1953. 1951 1945 1941 





BLS INDEX 22 BASIC COMMODITIES 
(1947-1949—100) 


93 
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89 
87 





5 85 
MWS RAW MATERIALS SPOT PRICE INDEX 
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135 DOW JONES FUTURES INDEX ” 
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High of Year 161.4 173.6 1665 214.5 1064 84.6 0 150 
tow of Year 149.8 1507 153.8 1748 93.9 25.5 1S 
Close of Year 153.1 166.8 189.4 1059 84.1 MAR. APR. MAY JUNE JULY AUG. SEPT. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subseription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


3. No inquiry will be answered which does not enclose stamped, self- 
4 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Kaiser Aluminum & 
Chemical Corp. 

“With the expansion of aluminum 
production and demand, I will be inter- 
ested in receiving facts in regard to 
Kaiser Aluminum & Chemical Corp. 
Thank you for your valuable coopera- 


tion.” R. C., Toledo, Ohio 


Kaiser Aluminum & Chemical 
Corp. has a good record of growth 
in the aluminum field. Net earn- 
ings of Kaiser Aluminum & 
Chemical Corp. were $43,293,295 
for the fiscal year ended May 31st, 
1956. This included $2,655,152 
non-recurring income. 

Earnings increased 52% over 
the $28,565,377 reported for the 
preceding fiscal year. Net sales 
were $330,712,209, a 23% in- 
crease over the previous year’s 
$268,133,162. New records were 
established in production, sales 
and earnings. 

The company has completed its 
first ten years as a major alumi- 
num producer. 

Aluminum usage in the United 
States continues showing the 
rapid growth that has character- 
ized the industry for the past sev- 
eral years. This trend is expected 
to continue. The last ten years has 
witnessed the aluminum indus- 
try’s greatest expansion. Ten 
years ago, there were 4500 man- 
ufacturers using aluminum in the 
United States. Today, there are 
more than 24,000 — many pro- 
ducing new and better products 
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of aluminum that were unheard 
of in 1946. 

During this period, Kaiser 
Aluminum’s production of pri- 
mary aluminum has grown from 
59,802 tons for the 1946-47 year 
to 427,267 tons for the year just 
completed. Total assets have 
climbed from $27,891,000 to 
$489,827,000 and net worth has 
increased from $10,977,000 to 
$223,960,000. 

The company is now embarked 
on a major construction program. 
Principal units of this newest ex- 
pansion are located in the East, 
a sheet and foil mill and an 
aluminum reduction plant at 
Ravenswood, W. Va., on the Ohio 
River. These integrated facilities 
extend Kaiser Aluminum produc- 
tion to the very center of major 
aluminum markets. Company also 
produces some chemicals and 
refractories. 

Dividends thus far this year 
have amounted to 633/,¢ per share. 


Archer-Daniels-Midland Co. 
“Please furnish information on Archer- 
Daniels-Midland Co. and include work- 


ing capital position and new product 
developments.” 


M. H., Cumberland, Md. 


Net profits of Archer-Daniels- 
Midland Co. for its fiscal year 
ended June 30th, 1956, were 
$5,871,506, equal to $3.60 per 
share. This compares with earn- 
ings of $5,749,888, equal to $3.49 


per share in the preceding year. 
This is the third consecutive year 
in which the company’s earnings 
have increased. They were 2% 
better than last year, 17% above 
2 years ago and 52% above those 
for 1953. 

Company’s working capital on 
June 30th, 1956 totaled $50,644,- 
856 an increase of $2.25 million 
over last year. Net worth was 
$93,987,242, equivalent to $57.71 
per share. Four quarterly divi- 
dends of 50¢ per share, equal to 
56% of net profits, were paid to 
stockholders. Consecutive divi- 
dends have been paid since 1927. 
The company entered the current 
fiscal year with no bank debts, 
loans, or preferred stock out- 
standing. 

Recent growth and earnings 
resulted in large part from diver- 
sification and research programs. 

The grain division had a record 
year and chemical processing 
was a major factor in the com- 
pany’s higher earnings. 

Dollar volume of sales were 
lower than for the previous year, 
but this does not tell the full story 
of the company’s. operations. 
While lower prices for many raw 
materials resulted in slightly re- 
duced dollar sales, the physical 
volume of products handled re- 
mained essentially unchanged. 

New additions to plants dur- 
ing the year were $3,082,487. 
This brings total net plant addi- 
tions for the past ten years to 
$53,503,153. New plant facilities 
include a 1,000,000 bushel eleva- 
tor at North Kansas City, which 


increased the company’s grain 
storage capacity to 74,000,000 
bushels. Also completed was a 


soy protein plant for the produc- 
tion of soy flour and high pro- 
tein soybean meal at Mankato, 
Minn. Feed manufacturing facili- 
ties were expanded in Illinois. 
Among the new products de- 
veloped in the company’s labora- 
tories during the year were new 
vinyl plasticizers, thermosetting 
(Please turn to page 48) 
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Keeping abreast of 


Corporate Developments 


Undaunted by the roadblocks thrown up by the 
Justice Department against certain mergers, most 
notable among which was its effort to thwart Con- 
tinental Can’s absorption of Hazel-Atlas Glass, other 
companies proceed to merge or continue to explore 
merger possibilities. In most instances, the depart- 
ment has moved against certain proposed mergers 
on the ground that, if consummated, they would stifle 
competition or violate the Clayton Antitrust Act. On 
the other hand it is not probable that any objection 
would be made to such recent transactions as: 


Miami Copper Co.’s purchase for cash a couple 
of weeks ago of the Chester Cable Corp. This acqui- 
sition will give Miami, up to now solely a producer 
of copper, facilities for the manufacture of a wide 
variety of wires and cables. 


Mack Trucks, Ine., which only recently acquired 
the Brockway Motor Co., henceforth to be operated 
as a Mack division, has extended its activities by 
the purchase for cash of C. D. Beck & Co., of Sidney, 
Ohio, a builder of inter-city buses. Mack, over the 
years, has achieved diversification as a builder of 
trucks, fire apparatus, off-the-road vehicles and 
buses, but the latter have been of the local transit 
type. Because of the growing network of modern 
highways across the nation and the increasingly 
heavier volume of passenger traffic being handled 
by inter-city buses, Mack Trucks’ acquisition of the 
Beck Company should put it in a good position to 
compete for bus contracts. 


American-Marietta Co., which numbers among its 
diversified products a wide variety of building and 
construction materials, proposes to expand cement 
production by acquiring through an exchange of 
stock the Dragon Cement Co. The merger, if and 
when it goes into effect, will increase American- 
Marietta’s annual cement production by 4.5 million 
barrels from Dragon’s Northampton, Pa., and Thom- 
aston, Me., plants. 
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J. I. Case Co., one of the oldest farm-machinery 
makers, is planning to expand into the crawler-trac- 
tor and earth-moving equipment field by way of 
merger with the American Tractor Co. The merger, 
if approved by stockholders at meetings to be called 
= = _ date, will be carried out by an exchanye 
of stock. 


_ Ekeo Products Co., best known for its high-quality 

line of “Flint” cutlery, kitchen tools and other house- 
wares and accessories, continues to carry out its 
long-range expansion program. Its most recent ac- 
quisition has been the Kennatrack Corp., specializing 
in the manufacture of aluminum and steel doors, 
hardware and frames for kitchen cabinets. This lat- 
est development followed closely on the heels of 
Ekco’s acquisition of the Ruby Lighting Co., pro- 
ducer of industrial fluorescent lighting fixtures. 


McGraw Electric Co. plans to acquire the Speed 
Queen Corp., by an exchange of stock. This acquisi- 
tion appears to be a logical step inasmuch as it will 
give McGraw entry into the home-laundry appliance 
field and round out its broad line of other household 
appliances bearing such famous names as “Manning, 
Bowman” and “Toastmaster.” McGraw Electric also 
produces a number of products for electric utilities 
and other industrial companies. 


White Sewing Machine Co., in another move to- 
ward diversification, plans to acquire the Apex Elec- 
trical Manufacturing Co. through an exchange of 
stock. Apex is a producer of vacuum cleaners, wash- 
ing and drying machines, dishwashers and garbage- 
disposers. 


Reeves Brothers, Inc. is expanding activities in 
the plastics field by the acquisition of the Garrison 
Co., and the Vi-Plax Products Corp., both of which 
will be merged as a corporate subsidiary. Output will 
include industrial plastics products such as rigid 
vinyl pipe and fittings, (Please turn to page 51) 
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TERMINAL 
ISLAND, 
CAL.— When 
offshore schools 
of sardines 
suddenly play- 
ed hooky back 
in 1903, refus- 
ing to show up 
and be caught, 
the Southern California canning in- 
dustry faced disaster. 

Then one cannery experimentally 
put up 700 cases of canned albacore. 












E. L. Morris 


And so, declares E. L. Morris, Tuna 
Research Foundation director, “‘...the 
new and picturesque tuna industry was 
inery | born. An industry that today supplies 
trac. | 11% million cases of canned tuna to 
iy of | meet annual U. S. consumption— 
rger, | more than half a billion cans a year!” 
= Spurred by World War I 
, “When World War I spurred demand 
for a protein-rich food that was also 
ality | economical, versatile and pleasing to 
ouse- | popular tastes,” says Mr. Morris, 
t its | “canned tuna proved the perfect answer. 
t ac- “Its delicate, flavorful meat was 
1Z1N | loaded with nutrition. Its mealtime 
ie uses were boundless. It was ideal for 
al snacks and sandwiches. Soon, tuna— 
pro- ready-processed in handy, airtight 
cans for instant use at any time— 
became America’s largest fish-food 
peed | industry. Still is, too! 
uisi- “Only albacore or white meat tuna 
will | was canned at first. Today, yellowfin 
ance and skipjack—the hearty, light meat 
hold tuna—constitute about 80% of the 
ung, total pack put up by the industry. 
= Albacore makes up the rest.” 
Clippers Range Far and Wide 
A stalwart breed are the men who 
; to- wrest these outsize, elusive fish from 
ge the deep. Many put to sea for months 
aaa. on end as the 180 vessels of the 
age- Clipper Fleet prowl Pacific waters as 
far south as Peru for the tuna payload. 
“The Fleet, with up-to-the-minute 
s in marine equipment and a frozen tuna 
ison -apacity of hundreds of tons in each 
hich ship’s hold, accounts for over 70% of 
Nee the annual catch,” says the director. 
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| A true fish story that’s fun to swallow 


A whim of nature launched the tuna industry— 


“The rest is brought in by the Purse 
Seine Fleet of 100 ships out of San 
Pedro, and by some 2- to 3,000 small 
trolling boat operators—the Albacore 
Fleet—on a day-by-day coastal basis.”’ 


Hauled aboard, the ocean-fresh 
tuna are immediately frozen, to be 
thawed just prior to cannery process- 
ing. And here, Mr. Morris emphasizes, 
every step passes rigid inspection, de- 
mands absolute cleanliness: from the 
butchers’ preparation to the precook- 
ing, cleaning, canning and assembly 
line addition of salt and soybean or 
other oil. Right on through to sealing 
the cans and pasteurizing their nu- 
tritious contents. 


National’s Role 


The can—sanitary, unbreakable, easy 
to store and keep—is really the 
“vessel” that brings this tasty staple 
to American tables. The “‘tin” can is 
actually about 99% steel, tin-coated 
for corrosion resistance. It hermeti- 
cally seals in the tuna’s peak taste 
and nutrition. 

Vast quantities of tin plate are 








today tops in its field with the help of steel 


needed to make the 35 billion cans it 
takes each year to bring you the 
myriad products packed in cans. And 
our Weirton Steel Company is a 
major supplier of both electrolytic 
and hot-dipped tin plate to the can- 
nery industry. 

Of course, tin plate is just one of the 
many steels made by National Steel. 
Our research and production men 
work closely with customers in many 
fields to provide steels for the better 
products of all American industry. 

At National Steel, it is our constant 
goal to produce still better and better 
steel of the quality and in the quan- 
tity wanted, at the lowest possible 
cost to our customers. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation « 
Hanna Iron Ore Company « National Steel 
Products Company « The Hanna Furnace 


Corporation ¢ National Mines Corporation 
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GRANT BUILDING PITTSBURGH, PA. 
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Kitten on the keys 


the control panel of Univac, the kitten has —_ inventory control of the 65,000 items needed 
paw on what is going on all over the 5,100 to run the railroad. 


ile route of Chesapeake and Ohio—the first - ~ 
Every three months Univac goes through the 


list of Chesapeake and Ohio’s 90,000 stock- 


holders, figures how much each should receive 


ailroad to install a large scale electronic com- 


ter system. 


nivac provides information as fresh as this at the current $3.50 dividend rate, and writes 
poraing’s sunrise for use by management in their checks at the rate of five checks a second. 
lanning Chessie’s future growth. Projected 


tis ss ee 4. -¢  Inhalf a day it can make up the paychecks for 
plications include recording thousands of ‘ ‘ 


hipments moved for thousands of C&O cus- 84,000 C&O employees, figuring what each re- 


a ceives for the number of hours he worked, plus 
mers; accelerated revenue accounting and 
over-time and less withholdings and any other 


deductions that may be indicated. 


Adaptation of large scale electronic comput- 
ing to railroad operation is another demonstra- 
tion of Chesapeake and Ohio’s willingness and 
ability to develop fresh techniques in the in- 


terest of superior transportation. 


And this is just one phase of Chesapeake and 
Ohio’s modernization program. New diesel 
locomotives, new cars, new track, new piers, 


new trainferries, new yards, new signals and— 







Univac is as accurate as it is fast. It performs every 
mathematical computation twice and if they don't 
agree, it goes over the operation again. If they still 
don’t agree, it stops work and yells for help. tempo of today—and tomorrow. 


most of all—new thinking have made this a 


new railroad. A modern railroad, geared to the 


Would you like a portfolio of pictures 
of Chessie and her family? Write to: 


Chesapeake and Ohio 
Railway 


3807 TERMINAL TOWER, CLEVELAND 1, OHIO 


NEWPORT NEW 
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Securities Disturbing 
Investors 





(Continued from page 29) 


portable TV sets. The downtrend 
in earnings led directors to reduce 
the quarterly dividend rate to 20 
cents from 40 cents in May, sug- 
gesting lack of promise for 1956. 
Net profit this year may not range 
much above $1 a share, compared 
with $2.13 in 1955. 


Rheem Manufacturing: Unusual 
expenses necessitated by a change- 
over in defense contract work not 
only accounted for a sharp reduc- 
tion in earnings but posed other 
financial problems and persuaded 
directors to discontinue dividends 
last July. This rather unexpected 
adverse turn of events, following 
acquisitions of Richmond Radia- 
tor’s business, accounted for a 
precipitate decline in share prices. 
All of the substantial gain re- 
corded between late 1953 and 
early 1955 was lost. Unsatisfac- 
tory results in some regular lines, 
including water-heaters and hot- 
air furnaces, contributed to lower 
earnings. Defense shipments 
dropped last year to 30% of sales 
from 44% in the previous year. 


J. P. Stevens: Generally unset- 
tled conditions in the textile busi- 
ness have exerted a depressing 
effect on operations of even the 
best factors in the business. Com- 
petition from abroad has hurt 
domestic operations in synthetic 
goods. Earnings of Stevens have 
been in a downtrend since 1947, 
but may improve slightly this year 
over the 1955 showing of $2.15 a 
share, compared with only 90 
cents in 1954. Investors have 
shown relatively little confidence 
in textile issues in some time. 
This stock has met with fairly 
good support around recent lows 
based on belief that the $1.50 di- 
vidend is secure for the time 
being. 


Technicolor: Although use of 
color in motion pictures is stead- 
ily increasing, prospect of compe- 
tition from newer processes raises 
doubts over future sales trends. 
Management has been endeavor- 
ing to diversify operations and 
has been licensed to process 
Kodakchrome film. This policy has 
involved additional expense, how- 
ever, and narrowed profit mar- 
gins. The shares have been under 
pressure since directors evidenced 


44 





concern over 1956 results by re- 
ducing ‘the dividend to a 50-cent 
annual rate from $1 in July. Net 
profit this year may reach a new 
low since 1947, moderately below 
last year’s $1.03 a share. 


Texas Gulf Sulphur: Two factors 
have contributed to unsatisfactory 
results of domestic sulphur pro- 
ducers, especially this company, 
which has depended to a consider- 
able extent on foreign markets. 
Development of new Mexican 
sources for sulphur, accompanied 
by low operating costs, exerted a 
depressing effect in foreign mar- 
kets, where Mexico’s output was 
channeled. This development 
forced a reduction in price on ex- 
ports and contributed to narrower 
margins. Although earnings de- 
clined moderately in the first six 
months, net profit for the year 
should afford adequate coverage 
for the $2 dividend. Uncertainty 
over prospects for the longer 
term, if improved recovery meth- 
ods for spent sulphuric acid 
should have an adverse effect on 
domestic demand, probably ac- 
counts for a skeptical attitude to- 
ward this old-line producer. Un- 
certainty over the life of present 
properties also has been a factor 
in restraining enthusiasm. 


Underwood Corp.: After an en- 
couraging recovery from the 1953 
lows, based partly on hopes of 
progress in electronics as well as 
on merger negotiations that failed 
to jell, shares of this leading fac- 
tor in office equipment once again 
have been drifting toward the 
lows of three years ago. The ac- 
tion reflects liquidation of specu- 
lative commitments taken in con- 
nection with merger plans as well 
as lack of enthusiasm over near- 
term prospects due to keen com- 
petition in the field. Earnings 
seem likely to afford adequate 
coverage this year for the $1 divi- 
dend. 


Westinghouse Electric: A year 
after the prolonged and bitter 
strike began in many plants of 
this second largest factor in elec- 
tric apparatus and appliances the 
company still is feeling the effect 
of the industrial disturbance. It 
was natural that after such a long 
hiatus in operations, earnings 
would be adversely affected. Many 
abnormal expenses were encoun- 
tered in restoring plants to oper- 
ating conditions. Keen competi- 
tion in household appliances also 
has had a restrictive influence on 


margins in appliances. A long 
slow recovery seems a logical ex- 
pectation, and on such a prospect 
the shares may be deemed fairly 
fully priced. END 





The Paper Industry 





(Continued from page 26) 


like week of 1955. Although new 
orders were up 17%, unfilled cr- 
ders fell 29.6%. The drop in 
wastepaper prices has been te 
tipoff to the curtailed demand for 
paperboard. 


Rotogravure Prices Rise 


Even newsprint has become le: s 
hectic, with numerous publishes 
coming into “reasonable” stocks. 
Still, New York publishers go o1 
paying a peak $130 a ton for this 
commodity. With labor and mz- 
terials costs rising, there is scant 
prospect for any decline in news- 
print prices. International Pape~ 
underscored this in recent days 
with the announcement that, ef 
fective October 15, rotogravur: 
paper would go to $140 a ton, : 
rise of $3. This is a high grade of 
newsprint used for newspaper 
supplements and catalogues. 

It has been five months since we 
analyzed and reported on the pa- 
per industry. In the next-to-con- 
cluding paragraph of the article 
appearing in the April 28 issue of 
THE MAGAZINE, we stated: 

“To sum up, it is supremely dif- 
ficult to be anything but bullish on 
the prospects for the paper field. 
On the other hand, the investor 
must take cognizance of the con- 
siderable advance registered by 
equities in this grouping.” 

Also, at that time, attention 
was called to the fact that the 
four paper companies used in THE 
MAGAZINE OF WALL STREET stock 
index stood at 1238.8. They had 
risen, over the course of a year, 
from 831.7. This quartet of com- 
panies (International Paper, St. 
Regis Paper, Crown Zellerbach 
and Union Bag-Camp Paper) now 
stands at 1123.3 in the index. 

At that writing, International 
Paper was at 133, compared with 
128 now. St. Regis Paper, then 
47, now is at 54. Taking at ran- 
dom stocks not used in the index, 
we find that Scott Paper then 
was at 68, now 69; West Virginia 
Pulp & Paper, was 55, now 53, 
and Oxford Paper was 45, now 


(Please turn to page 46) 
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Financial emergencies often arise when least expected. And “‘rainy-day” savings 
aren't always adequate to meet them or perhaps should not be disturbed. 

That's when a Beneficial loan can be helpful. The amounts are small, averaging 
around $400, but they do a big job for the families they help. And by helping 
families, they help the whole community. The Beneficial Finance System has 
been providing this vital financial assistance for more than 40 years. 


“~~ .a BENEFICIAL loan is for a beneficial purpose.” 


Finance Co: 


Beneficial Building, Wilmington, Del. 
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The Paper Industry 





(Continued from page 44) 


46. Like the industry they repre- 
sent, most of the paper equities 
would seem to be in a breath- 
catching stage. 


Backing Away From the Highs 


Few paper stocks are flirting 
with their 1956 highs, which, in 
nearly all instances, were all-time 
highs. This would appear to re- 
flect widespread feeling that the 
potential for capital gains in this 
grouping has been diminished 
somewhat, at least temporarily. 
After all, the paper issues in the 
post-war decade have turned in 
an outstanding performance. In- 
deed, it would be difficult to cite 
a single group that has matched 
paper. 

To the investor who puts prime 
emphasis on dividend yield, the 
papers have scant appeal. Returns 
range from 4.6% (Sutherland 
Paper) to a mere 2.4% (Interna- 
tional). The majority of the 
paper equities return 3% and a 


shade better. In almost all in- 
stances, payout is ultra-conserva- 
tive in relation to earnings. This 
situation is easily understood in 
the light of the large sums needed 
for expansion over the past sev- 
eral years and the multi-billion- 
dollar plans still to be realized. 

It is a rare company that is not 
expanding or up-dating facilities. 
Even Crown Zellerbach has 
stopped waggling its warning 
finger long enough to do some 
important expanding. That com- 
pany this month added 400 tons 
of paper daily to its productive 
capacity with startup of the $18.5 
million Antioch paper mill on the 
San Joaquin River near San 
Francisco. And that is only part 
of the CZ expansion story. 

But for this expansion, St. 
Regis would be crowding CZ for 
second place in the industry. 


Improved Profit Margins 


It is, of course, this drive for 
new and better facilities, plus all- 
round improvement and height- 
ened efficiency, that has enabled 
the industry to lift profit margins 
despite the rising spiral of labor, 
materials and_ transportation 
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THE MAGAZINE OF 


costs. Profit margins in the in. 
dustry, by and large, compare 
favorably with other fields. These 
ranged last year from 5.8% for 
Robert Gair Co., a large factor 
in paperboard, to 11.5% for 
Union Bag, a leader in the kraft 
segment. A year earlier, profit 
margins ranged from 4.4% in 
Gair all the way up to 15.6% in 
International Paper. This year, 
they range from 5.6% for expand- 
ing Marathon Corp. to 12.8% for 
Union Bag. While it is true that 
Fibreboard Paper Products shows 
a profit margin of only 4.6%, this 
company is new to the grouping, 
having emerged only recently out 
of the consolidation of Pabhco 
Products and Fibreboard. 

From the foregoing, it will be 
seen that profit margins are high- 
ly creditable. Indeed, in the post- 
war decade, paper has vied with 
such industries as chemical, 
petroleum and rubber for the top 
rank in annual rate of profit on 
stockholders’ equity in manufac- 
turing groups. 


Sales and Product Mix 


While the varied product mix 
(Great Northern Paper is a news- 
print giant, Lily-Tulip is a leader 
in cups and containers, and Union 
Bag-Camp is a kraft kingpin) 
precludes any generalization 
about the industry, the field does 
have a common characteristic: 
All of the companies are ringing 
up larger sales. To some extent, 
of course, this is due to higher 
prices for their products. 

And ail but a couple of the com- 
panies in the paper industry are 
translating their higher sales into 
improved net profits. This is es- 
pecially noteworthy, since 1955 
was a banner year for. the 
industry. 


In the Newsprint Field 


Since varied results are to be 
expected in an industry where the 
product mix is extremely broad, 
let us look at some of the seg- 
ments more closely. 

On the newsprint front (vital 
to such companies as Crown Zel- 
lerbach, International Paper and 
Great Northern Paper), a con- 
tinued rise in production and 
consumption was established dur- 
ing July. Output of Canadian and 
United States mills set a record 
for the month at 670,970 tons. 
This was 8.8% greater than the 
volume of July, 1955. Newsprint 
consumption showed a sustained 
uptrend, not only for the month 


WALL 


STREET 


but : 
this 

shov 
July 
the : 
was 
eigh 
with 
the 

sup} 
sit. 

mil! 
stoc 
aga: 
of J 
not 








he in. 
mpare 
These 
%o for 
factor 
0 for 
kraft 
profit 
% in 
0% in 
year, 
pand- 
Jo for 
e that 
shows 
0, this 
ping, 
ly out 
Paheo 


rill be 
high- 
post- 
with 
nical, 
le top 
fit on 
ufac- 


; Mix 
1eWs- 
ePader 
Jnion 
rpin ) 
ation 
does 
istic: 
ging 
‘tent, 
gher 


com- 
rf are 
into 
S es- 
1955 

the 


0 be 
2 the 
‘oad, 
seg- 


vita] 
Zel- 
and 
con- 
and 
dur- 
and 
ord 
ons. 
the 
rint 
ned 
nth 


put for the first seven months of 
this year. Publishers’ inventories 
showed a seasonal rise during 
July. At the close of the month, 
the average for daily newspapers 
was 36 days’ supply on hand and 
dght in transit. This compares 
with an average at the end of 
the preceding month of 27 days’ 
supply on hand and eight in tran- 
sit. Canadian and United States 
mills went into August with mill 
stocks aggregating 130,000 tons, 
against 139,000 tons at the start 
of July. Obviously, mill stocks are 
not burdensome. 


In the Paperboard Field 


As noted earlier in this article, 
the paperboard industry has been 
encouraged by the ever-widening 
market for the products of its 
mills. It is to the credit of the 
business that it built this burgeon- 
ing market through research, 
development and aggressive pro- 
motion. The consumer today hauls 
home such varied items as beer, 
meats, vegetables, aspirin tablets, 
appliances and penny nails in 
paper containers. Throwaway 
handkerchiefs, made of paper, 
threaten to leave the linen and 
cotton variety only the decorative 
function. Industrial uses of paper- 
board have grown by leaps and 
bounds. 

A measure of the ability of this 
industry to come up with new 
uses for its products may be 
gleaned from this fact: In the 
world-wide expansion in use of 
all paper over the past two dec- 
ades, only 38% of the rise stem- 
med from growth in the popula- 
tion, while 62% was an _ out- 
growth of the development of 
new products and new applica- 
tion of traditional uses for paper. 

The present indigestion that af- 
flicts the paperboard field may be 
dispelled in a matter of months, 
else there is likely to be consider- 
able trimming of the expansion 
and modernization program now 
in the works. Present plans entail 
the expenditure of about $2 bil- 
lion between now and the end of 
1958 for the paper and paper- 
board field. 

While overproduction is a nag- 
ging fear of the moment, there 
is scant doubt about the longer 
term. The rising trend toward 
containers that can be thrown 
away, sanitary packaging and 
closures, pre-packaging of foods 
and other items, and the growing 
industrial uses—all of these point 
to new peaks yet to be scaled. 
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Highway Construction 
equipment... 


Blaw-Knox is a major producer of 
machines for paving the nation’s 
highways, whether finished with bi- 
tuminous or concrete surface. This 
line of equipment is so complete and 
well established that road building 
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Rate of Gain Slowed 


While all signs point to new 
gains for paper producers this 
year, despite the letdown in 
paperboard, the percentage in- 
crease is certain to be somewhat 
smaller. This fifth-ranking of 
American industries does not 
have the capacity (or, more im- 
portant, the demand) to continue 
the gains of the past year. 

Though the industry may not 
be prepared to heed Mr. Zeller- 
bach’s counsel on curtailed pro- 
duction and plant expansion, it 
is a fact that producers, especial- 
ly in the paperboard field, are 
concerned about inventories. The 
old-timers in the industry have 
no difficulty in recalling the feast- 
and-famine nature of the business 
in the days before World War II, 
when excess capacity bred a wild 
scramble for the existent business 
and at prices that yielded little 
profit. However, there is no dis- 
position to overlook the fact that 
the nature of the paper trade has 
been radically altered by ever- 
widening markets for the product. 


The Investment Viewpoint 


The paper industry is calcu- 
lated to profit from a high level 
of prosperity prevailing within 


contractors can obtain, in one stop, 
all the machinery requirements for 
laying the subgrade and for paving 
any size highway project. 


From a new, ultramodern plant at 
Mattoon, Illinois, Blaw-Knox is pre- 
pared to meet the accelerated de- 
mand for paving equipment expected 
to materialize from the expanded 
national highway construction 
program. 


For public works and other con- 
struction activities, Blaw-Knox pro- 
duces batching plants, clamshell and 
concrete buckets, industrial grating, 
steel forms for concrete placement, 
truck mixers, and other construction 
aids and equipment. 


For an informative look at how we 
serve our four major markets 
METAL PRODUCTION—HIGH- 
WAY AND PUBLIC WORKS 
CONSTRUCTION—THE PROC- 
ESS INDUSTRIES—PUBLIC 
UTILITIES and GENERAL IN- 
DUSTRY— send for a copy of This 
Is Blaw-Knox. 


BLAW-KNOX COMPANY 


Blaw-Knox Building * 300 Sixth Avenue 


Pittsburgh 22, Pennsylvania 


the general economy. Any sharp 
contraction in the economy would 
be reflected swiftly in less de- 
mand for the paper that wraps 
up consumer and industrial prod- 
ucts, and plays an important role 
in the building field and other 
trades. And, of course, any sharp 
setback to the economy would 
have a considerable impact on 
newspaper circulation and size. 

While soft spots in the economy 
have developed and others will 
turn up with the passing months, 
there is not now in sight any sign 
of an over-all economic letdown. 
And, since the paper industry is 
an across-the-board servant of 
American business, the prospects 
appear bright for a reasonably 
high level of operations for the 
foreseeable future. 

Operating at better than 97% 
of capacity last year, the leaders 
of the industry were able to turn 
in pre-tax profits (percent of 
sales) of 16.4%. In 1954, the pro- 
duction ratio was 89.3% and 
profits stood at almost 16%. In 
1949, when the output ratio was 
only 82.6%, the profit figure was 
13.9% of sales. 

The production ratio this year 
probably will be somewhat lower 
than the 1955 rate, but output 
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should exceed last year’s total, 
since it will be based on the high- 
er capacity. And, as there has 
been no erosion of the price struc- 
ture, profits should surpass the 
year-ago figures. 

It is difficult to take anything 
but a favorable long-term view of 
this industry, which has shown 
great ingenuity and resourceful- 
ness in devoloping markets for its 
products. Per capita use of paper 
has risen in a decade from 282 
pounds to 418 pounds. In addi- 
tion, the market has been buoyed 
by a population that has grown 
on the order of 25 million persons 
within that span. While there is 
little likelihood that per capita 
use over the next decade will grow 
on anything like the scale of the 
preceding 10 years, still it will 
be considerable and the popula- 
tion trend of this country is 
strongly upward. 

While most paper equities hold 
high promise for capital gains for 
the long range, investors would 
do well at this juncture to defer 
new commitments as the industry 
copes with its mild attack of in- 
digestion. Investors who have 
such holdings, acquired at lower 
levels for long-term investment, 
need not disturb these. They 
would do well to check the indi- 
vidual issues, rated and com- 
mented upon beneath the stock 
table. —END 





For Profit and Income 





(Continued from page 33) 


1950, was about 33% under the 
1929 top and 12% under the 1946 
bull-market high. The group is 
now at a new 1956 low, not much 
above its lowest level since 1954. 
The trouble is that variety stores 
compete now to some extent with 
department stores, apparel stores, 
hardware stores, drugstores and 
supermarkets, plus some others. 
They have been hit especially by 
increasing competition of super- 
markets. Yields on the stocks are 
good to high, but that is scant 
compensation to long-term holders 
who have capital losses on them. 
We do not see promise that such 
losses will be recouped within the 
foreseeable future. 


Others 


The food-store stock group 
made its modern high (a little un- 
der the 1929 high) last year. In 
a narrow range for many months, 
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it stands well above this year’s 
low and no great distance under 
either the 1955 or 1956 highs. It 
is a big-volume, narrow-margin, 
extremely competitive business, 
but some of the stocks are suit- 
able for income investment. First 
National Stores is as good a 
choice as any, and better than 
most, around present price of 55, 
about 10 times earnings and on a 
doubly-covered $2.40 dividend. 
Reflecting major long-run growth 
of Sears, Roebuck, the mail-order 
group reached a 1955 top, nearly 
double the best 1929 level. It now 
is well down from that top and 
from its lower 1956 high. Sears 
and Montgomery Ward are better 
than average retail stocks, but 
neither is cheap at present levels. 
In terms of present net percent- 
age gain over average pre-war 
(1935-1939) levels, here is the 
picture: Industrial stocks general- 
ly up about 300%, the mail order 
group about 350%, food stores 
about 270%, department stores 
about 250%, apparel chains about 
40%, variety chains about 15%. 
Of course, the individual stocks 
vary greatly in quality and poten- 
tials. On a broad view, however, 
retailing is not among the best 
fields for investment or specula- 
tion. 


Airlines 


On average, airline stocks are 
down about 20% from their 1955 
all-time time and only slightly 
above their lowest 1956 level. Net 
of most major companies will be 
higher this year and at record 
levels. We continue to think that 
the leading stocks are better-than- 
average speculations, on a longer- 
range basis, at present prices. 
They are American, Eastern and 
United. It’s a growth business, 
and concern over the financing 
of the shift to turbo-prop and jet 
transports has been exaggerated. 
For instance, American has al- 
ready arranged long-debt financ- 
ing of $135 million to help finance 
advanced planes to be delivered 
in 1959 and 1960. It pays a nom- 
inal standby interest rate until it 
takes down borrowed funds and 
414% thereafter. Serial repay- 
ments of this debt will be $4.5 
million a year, but do not start 
until 1967, or an extended time 
after retained earnings from the 
new planes and _ depreciation 
thereon has started to accumu- 
late. What does $4.5 million a 
year of debt payment mean to the 
company? Well, in 1955 deprecia- 





tion was $18.5 million, net $18.6 
million, total cash flow about $37 
million, depreciation and retained 
earnings about $30 million. Each 
figure will be much higher by 
1967. —END 
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resins, chemically modified 
starchy flours, new feed forni- 
lations, and a series of unsa‘u- 
rated hydrocarbons manufactured 
at Ashtabula. Other products 
were resins for the new thixo- 
tropic paints, asphalt tile, and 
urethane foams along with new 
developments for foundry, anin:al 
feed, ore processing, plywood, te x- 
tile and paper industries. 

The company regards its share 
in Applied Radiation Corp. as «n 
investment in radiation research 
with long-term objectives. 

The land-based whaling station 
under construction on the Coast 
of Peru, one of the world’s most 
famous fishing areas, will be 
served by a fleet of “killer” boais 
ranging 200 miles from shore. 
Another new venture gaining 
momentum is the company’s in- 
ternational division, organized 18 
months ago. Since its inception, 
an extensive network of sales out- 
lets for company’s products has 
been established in 26 foreign 
countries. 

Prospects over coming months 
appear favorable. 


Clark Equipment Co. 


“Please start one-year subscription 
to your Magazine at once. I am enclos- 
ing my check. Any information you 
can give me on Clark Equipment Co 
would be appreciated.” 


D. N., Butte, Mont 


Clark Equipment Co. is the 
leading domestic producer of in- 
dustrial materials and handling 
trucks. It manufactures mechan- 
ical equipment, including axles, 
housings and transmissions, for 
trailers, trucks, buses, farm 
tractors. 

First-half 1956 earnings of 
Clark Equipment Co. were $4,- 
595,668 on gross sales of $88,- 
248,394. 

Earnings, equal to $2.01 per 
share on the recently split com- 
mon stock, were 24% greater 
than earnings for the same period 
in 1955. Six-month earnings in 

(Please turn to page 50) 
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1955 were $3,716,765, equal to 
$1.64 per common share on an 
adjusted basis. 

Sales for the first half of 1956 
were 36% greater than the $64,- 
779,720 gross sales for the cor- 
responding period a year ago. 

The outlook for Clark’s line of 
materials — handling industrial 
trucks and its line of construction 
equipment appears favorable over 
the balance of the year. 

The Construction Machinery 
Division is expected to show sales 
by the end of summer exceeding 
those for the whole of 1955. How- 
ever, second-half buying probably 
will not keep up with first-half 
purchases because of seasonal 
factors in the construction in- 
dustry. Third quarter results will 
depend, to some extent, on the 
effects of the steel strike. 

Operations this year produced 
a new second-quarter high in 
sales of $42,860,612, approxi- 
mately 25% greater than sales 
for the corresponding period of 
1955. Earnings of $2,010,137 
were, however, only slightly high- 
er than the $1,978,391 earned in 
the second quarter of 1955. Cur- 
tailed operations in the Automo- 
tive Division, due primarily to 
the cut-back in farm-tractor and 
agricultural -implement produc- 
tion, were responsible for the lag 
in earnings for the quarter, in 
the face of higher overall sales 
volume. This situation is expected 
to continue into the third quarter. 
Current assets at June 30, 1956 
were $57,572,582, compared with 
$45,236,295 on the same date a 
year ago. Current liabilities were 
$15,682,904, compared with $13,- 
736,809 on June 30, 1955. Work- 
ing capital at the end of the 
second quarter was $41,889,678, 
compared with $31,499,486. Net 
worth on June 30, 1956, was $51,- 
894,340, compared with $45,460,- 
260 a year ago. 

Latest quarterly dividend on 
the present stock was 50 cents 
per share. 
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This has had the desired effect 
of a brake on capital expenditures. 
But it also has created additional 
liquid funds in the form of new 
foreign capital flowing in and the 
faster repatriation of German 
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funds held abroad by exporters. 
The bank therefore decided early 
this month to lower the bank rate 
again and apply other measures to 
counter the threat of domestic in- 
flation. 


A less risky means of correcting 
Germany’s economic unbalance 
with the rest of the world and at 
the same time prevent inflation 
lies in an increase of imports. This 
would both reduce the accumu- 
lated foreign reserves and increase 
the supply of goods on the home 
market. An encouraging step in 
this direction was recently taken 
by the government. It provided 
for a 30% duty cut on industrial 
and agricultural products, a fur- 
ther liberalization of quantitative 
restriction on imports from the 
dollar area and the granting of 
tariff concessions at the recent 
GATT conference in Geneva 
amounting to an ultimate value 
of $330 million, under the most- 
favored-nation clause, while re- 
ceiving concessions for only $230 
million. These measures are of 
particular interest to the United 
States. For, as the accompanving 
table shows, we have been Ger- 
many’s major supplier of goods 
for the past three years and the 
new dollar liberalization will most 
likely increase our share in Ger- 
man’s imports even more. 


But the real end of Germany’s 
unhealthy super-prosperity can 
only come about by a fundamental 
change in the conditions which 
caused it. This is about to happen, 
since armament expenditures and 
military conscription, which are 
the main reasons for the economic 
difficulties faced by Germany’s 


German economy, too. The record 
up to now does not yet show this 
rise in military spending. On the 
contrary, in the second quarter of 
1956, German defense spending 
was well below that of the corres- 
ponding period of 1955. But the 
handwriting on the wall is that 
from now on this factor will take 
a growing share of Germany’s 
manpower and industrial poten- 
tial. 

German industrialists, under- 
standably, are not elated at this 
prospect. Though Germany’s ex- 
port is soaring, its share in world 
export is still well below the 
pre-war figure. German industr ia- 
lists therefore are much more in- 
terested in developing their for- 
eign markets for civilian goods 
than in turning part of their 
plants over to the making of arma- 
ments. For Germany has learned 
the hard way that trade rather 
than weapons is the only true road 
to prosperity. It is ironic that the 
managers of Krupp and Thyssen, 
whose names have become synony- 
mous with cannon-making, now 
are most reluctant to produce arms 
for the new German army. They 
will do so, nevertheless, but only to 
the smallest possible extent. They 
would much prefer to use Ger- 
many’s pile of foreign currencies 
to buy the cannons and steel hel- 
mets abroad and continue to pro- 
duce civilian goods. Such a plan 
would easily take care of most of 
the country’s foreign exchange 
surplus. Since most European in- 
dustrial countries could only ac- 
cept a limited amount of such 
armament orders in view of their 
own current capacity production, 
the bulk of the orders would prob- 




















neighbors, soon will affect the ably go to the U.S. According to 
FOUR MOST IMPORTANT TRADING PARTNERS 
__IMPORTS_ _____ EXPORTS 
(in $ million) 
Country 1953 1954 1955 1953 1954 1955 
United States 457 550 890 283 300 410 
Netherlands 370 480 610 460 550 650 
Great Britain 450 540 780 330 390 330 
Belgi Luxembourg 270 290 390 310 400 430 
TOTAL IMPORTS. TOTAL EXPORTS 
% share of 
Country 1953 1954 1955 1953 1954 1955 
United States 12,1 12,1 15,2 6,5 5,8 6,5 
Netherlands 9,7 10,5 10,5 10,5 10,6 10,7 
Great Britain 12,0 11,9 13,4 7,5 7,4 §5 
Belgium-Luxembourg 7,1 6,2 6,6 7,4 7,6 7,1 
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an authoritative German business 
publication, total German arma- 
ment imports over the next few 
years might well amount to $2 bil- 
lion, of which 70% would go to the 
U.S. These orders would be in ad- 
dition to the weapons bought with 
the $1 billion of U.S. aid com- 
mitted to Germany for this pur- 
pose. 

In view of Germany’s obvious 
ability to finance her ewn rearma- 
ment, the question arises whether 
it would not be wise for the U.S. 
to channel this $1 billion to other 
countries, less able to pay for their 
own defense. Last month, nearly 
600 U.S. jet and reconaissance 
planes were shipped to Germany 
under a military-assistance pro- 
gram which was formulated at a 
period when Germany’s economy 
still seemed unable to bear the full 
burden of rearmament, particu- 
larly in view of the scheduled 
speed at which this rearmament 
was to take place. Since Germany’s 
economic health is no longer at 
question, while the speed of her re- 
armament effort is proceeding at a 
much slower rate than was ex- 
pected, a revision of our military- 
assistance agreement would seem 
neither unjustified nor illogical. 

END 





Keeping Abreast 
of Corporate Developments 
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nylon rod tubings and film and 
wire coatings of nylon, polyethyl- 
ene and vinyl, combined with 
Reeves’ present polyethylene op- 
erations. 


Deere & Co., through its whol- 
ly-owned subsidiary, John Deere, 
C. A., has made a major move to 
extend operations overseas by ac- 
quiring a majority of the out- 
standing stock of Heinrich Lanz, 
A. G., operating plants at Mann- 
heim and Zweibrucken, Germany, 
producing tractors, combines and 
other farm equipment that are 
sold in 75 different countries. 


A merger, should it progress 
beyond the present exploration 
stage, that is certain to develop 
arguments pro and con before it 
could be completed, would involve 
the Erie, the Delaware, Lacka- 
wanna & Western, and the Dela- 
ware & Hudson railroads. The 
merger would bring the three 
roads together to form a 4,000- 
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mile system extending from New 
York to Chicago, Cincinnati and 
Indianapolis and northward to 
Montreal, Canada. So far no spe- 
cific details have been worked out 
and it may be a little while yet 
before the proposal begins to jell. 
Meanwhile the Erie and the D. L. 
& W., have teamed up by combin- 
ing freight-station operations at 
two points on their lines and, ef- 
fective within the next two weeks, 
Erie will begin operating passen- 
ger trains, except those carrying 
rush-hour commuters, into D. L. 
& W.’s Hoboken terminal. END 





The 25 Biggest Defense 
Suppliers 
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ducing for the Air Force the 
“pilotless bomber” Matador now 
in operational status overseas. A 
prestige satellite project and a 
ballistic missile research have yet 
to prove any appreciable earning 
power. 

First tests of the fast long- 
range bomber seaplane Seamaster 
have indicated unusual military 
performance. Developed and now 
being produced under a_ small 
production contract by the Navy, 
it now is being sought by the Air 
Force. Very large contracts from 
both services are at stake. If final 
tests bear out service expecta- 
tions, Martin could easily join 
the top five military contractors 
ina few years. 


HUGHES AIRCRAFT CO.: Hughes’ 
outstanding contribution to mili- 
tary weapons was the develop- 
ment of the Falcon air-to-air 
guided missile. It is an effective 
and accurate missile and is in 
production and field operation. It 
is operated by complicated and 
expensive ground installations 
which limit the operations of the 
carrier planes. 

It is destined to be replaced by 
a simple weapon such as the Side- 
winder, a weapon developed by 
the Navy which merely is a rocket 
“‘with brains.” 

However, Hughes has various 
classified electronic contracts and 
could readily increase its volume 
of radar business for the next 
two years. 


GENERAL MOTORS CORP.: From top 
position five years ago, when 
tanks and other Army ordnance 
were in great demand, General 





How many times have 
you been too late? 


Most investors, even the most careful, 
would have to answer that all too 
many times they’ve missed the boat. 
Too many times they’ve seen oppor- 
tunity and let it slip by — possibly 
waiting so long that they’ve finally 
gotten into a special situation after 
the big rise came. 
Investors can often guard against 
this by getting together with their 
broker-dealer. If he thinks you’re 
onto a good thing. he'll tell you so. 
After all. his business is based on 
the success of his client. 

See how brokerage serv- 

ice can help you. Just 

send us the coupon below. 


McGrath Securities 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 35 


Tun BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly cash dividend of 
Forty-Two and One-Half Cents 
(42'¥2¢) per share on the capi- 
tal stock of the Company, pay- 
able on November 15, 1956 to 
stockholders of record at the 
close of business October 15, 
1956. 

R. E. PALMER, Secretary 
September 20, 1956 
































Motors now is out of the first 12 
military contractors and sched- 
uled to go even lower. 

While political criticism may 
have lessened General Motors’ de- 
sire for other military business, 
contractual difficulties also in- 
fluenced its effort to secure con- 
tracts. The Comptroller-General, 
in a special report in April of 
1955, criticized the big motor firm 
for the pyramiding of profits by 
subcontracting to its own divi- 
sions. He also criticized GM in- 
sistence of profits on facilities 
contracts. However, final settle- 
ments were made on a basis of 
actual cost plus a fair profit. 

Five years ago a number of 
GM divisions were designated sec- 
ond sources for jet engines which 
later turned out to be “clunkers.” 
The contracts were cancelled and 
the special tooling junked. 

The Allison division has made 
a valiant effort to remain in the 
jet-engine picture. Its J-71 turbo- 
jet engine has not been an out- 
standing success. It is enjoying 
a brief success with its turboprop 
engine on commercial airlines. 
However, programmed purchases 
for military jet engines for the 
next two years show a sharp drop 
for Allison. 


(Part II will cover the remain- 
ing 12 leading defense suppliers, 
which operate in such varied 
fields as petroleum, electronics 
and rubber.) END 





As I See It! 
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well know that the defense pro- 
gram and the continuation of for- 
eign aid, subsidies and the de- 
mands of pressure groups made it 
difficult to produce anything but a 
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compromise in cutting the budget 
and ironing out the problem of 
deficit spending and restricting 
the debt limit. As citizens with ex- 
perience and business training we 
know that the economic accomp- 
lishments of the Eisenhower Ad- 
ministration have been oustanding 
in the light of the problems they 
have had to face. 

At the same time, criticizing the 
Administration for cooperating 
with business is a rank absurdity. 
The innuendo that in favoring big 
business the Administration’s pol- 
icy has been harmful to the coun- 
try is utterly fallacious—and the 
Democrats know better. Actually, 
it was the ingenuity of the nation’s 
leaders, the huge sums spent in re- 
search, the planned across-the- 
country expansion that developed 
new areas, new avenues and new 
markets, that is responsible for the 
high wages workers are receiving, 
the record number of jobs, as well 
as the greatly increased standard 
of living. 

I never could understand why 
business permitted itself to be 
abused and have not struck out to 
defend themselves, for these scores 
of dedicated men and women 
have worked such long hours that 
the tension of carrying on in this 
revolutionary work is cutting 
short so many valuable lives one 
after the other. 

And in conclusion, I say without 
fear of contradiction that no Dem- 
ocrat has greater humanitarian in- 
stincts than President Eisenhow- 
er, nor has he been exceeded by 
any Democrat for his zeal in pro- 
moting welfare of all the people. 

The above is my feeling as an 
independent voter who thinks in 
terms of the caliber of the candi- 
date rather than the party. These 
are times when we must make our 
decisions thoughtfully and care- 
fully. There is too much at stake 
for us to take this election lightly 
— and in this spirit both parties 
should recognize their responsibil- 
ity to tell the full truth and avoid 
the fakery and half-truths of poli- 
tical chicanery. 


BOOK REVIEW 


Lucy Crown 
A novel by IRWIN SHAW 
In his third novel, the author of The 
Young Lions probes relentlessly yet 
compassionately into the life history of 
a woman in pursuit of love. The mo- 
ment in time which is decisive for Lucy 








THE MAGAZINE OF WALL 





Crown and which irrevocably changes 
the entire pattern of her own, her hus. 
band’s and her son’s lives arrives when, 
on a summer holiday, unexpectedly an¢ 
almost by accident, she finds herself 


involved with a man much younger 
than herself. From that moment what 
happens to her and to them—and the 
manner in which they take revenyve on 
one another and themselves—becomes a 
drama of emotional upheaval, guilt and 
reconciliation. One of the most gifted 
of America’s storytellers, Irwin Shaw 
reveals in his new novel a penetrating 
insight into the character of a woman 
of passion. 


Random House, Inc. $3.95 


The Grand Mademoiselle 

By FRANCIS STEEGMULLE 

Her full name was Anne Marie Louise 
d’Orleans, Duchesse de Montpensier. and 
she was known as “La Grande Made noi- 
selle.” She was the daughter of “\\on- 
sieur,” the king’s brother, who wuld 
have become king—except for the uex- 
pected birth late in life of Louis X [I's 
heir. As the richest woman in Frince 
in her own right, and as a princess, an 
early and royal marriage seemed f»ted 
for her. Her own first choice, at age 
eleven, was the infant Louis—but (ar- 
dinal Mazarin had other plans. Later 
there was the exiled Charles II ef Eng- 
land; his mother wanted them to marry, 
but somehow it didn’t happen (Made- 
moiselle thought his French abomina- 
ble). And there were numerous other 
suitors of varying degrees of royalty. 

She was nearly forty when the grvat 
love of her life occurred. He was the 
comte de Lauzun, captain of the king’s 
dragoons, and fate had many surprises 
in store for the lovers. Madame de 
Sévigné was later to describe their 
drama as a perfect Racine play. To the 
very end (even to her funeral), Made- 
moiselle had a genius for doing the 
unexpected. Francis Steegmuller has 
made this fascinating person, and the 
astonishing period in which she lived, 
the subjects of his distinguished book. 
Farrar, Straus and Cudahy $3.75 


‘The Power to Go 
By MERRILL DENISON 

The Story of the Automotive Industr) 

THE POWER TO GO, a book for every- 
body who likes to point a car down a 
road, is the fascinating story of the 
automobile, from tiller to power steer- 
ing. Although there were many earlier 
experiments, the first recognizable au- 
tomobile was invented by a Frenchman 
in 1894. Two years later a race between 
Paris and Rouen was won at a blister- 
ing average speed of 13 miles per hour. 
At the turn of the century the one- 
cylinder Olds became the American 
star — only to be eclipsed by Henry 
Ford’s classic Model T, which in turn 
was followed by his phenomenally suc- 
cessful Model A. Since then the indus- 
try has grown at an incredible pace 
until today, in the U.S. alone, nearly 
6,250,000,000 horsepower on wheels is 
in use. 

Besides its value as a thoroughgoing 
history of the automobile itself THe 
POWER TO Go is the inside story of the 
crises and triumphs of America’s giant 
automobile industry—an industry whicl 
has changed the entire cultural and 
economic pattern of our country. 
THIS IS AN AMERICAN INDUSTRIES BOOK 
PUBLISHED BY DOUBLEDAY & COMPANY 
INC. $5.0( 
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g nvestment Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years) ... by 
helping them to build up their capital to a 
level where they enjoy financial independence. 
In the significant and highly selective market 
in the year ahead let us aid you to secure in- 
creased income and capital appreciation from 
your investments—and with added safety, too. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and the vast potentials of this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account .. . advising retention of those most attrac- 
tive for income and growth ... preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 
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Increased Safety — Income — Profit 
From Your Personal Investment Program 


(Important—To Investors With $20,000 or More!) 
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Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of forty-eight years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 





electronic wonder worker 


Deep in this electronic maze is an important 
non-metallic element called selenium, a by-product 
of copper refining. It’s the heart of current recti- 
fiers that change alternating current to the direct 
current so necessary for the operation of radio, 
TV, and electronic test equipment. Selenium recti- 
fiers are in demand because of their dependability, 
low heat loss, small size, and low cost. 


Selenium and its compounds are used for such 
varied applications as photoelectric cells and light- 
sensitive devices; in the glass industry as a decol- 


Anaconda Aluminum Company 
International Smelting & Refining Company 
Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 


The 


ANACONDA__: 


The American Brass Company 
Anaconda Wire & Cable Company 


Company 


orizer; as an alloying element in metals; in pig- 
ments, enamels, rubber, pharmaceuticals, and a 
host of other products to which it imparts unique 
properties. 


Selenium is one of the products not always asso- 
ciated with Anaconda, yet in 1955, this Com- 
pany produced more than 10% of the combined 
selenium output of the United States and Canada. 


Other important Anaconda Products, listed below, 
represent the most extensive line of non-ferrous 
metals and metal products available to industry. 

56267A 


silver, gold, platinum, palladium, cadmium, 


ore and standard ferromanganese, treble- 
superphosphate, arsenic, bismuth, indium. 


MANUFACTURERS OF: Copper and 
aluminum electrical wires and cables: copper, 


brass, bronze and other copper alloys in such forms 


as sheet, plate, tube, pipe, rod, wire, forgings, 
stampings, extrusions, flexible metal 
hose and tubing. 





PRODUCERS OF: Copper, zine, lead, aluminum, 


fellurium, uranium oxide, nodulized manganese 





